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[ was’on a fine May morning in 1820—the year in 
which Mr. Charles Chubb opened his Locksmith’s 
Shop in St. Paul’s Churchyard—that the Cabriolets 


vulgo. Cabs), one horse vehicles, were introduced on to 
the streets of London. 
In 1823, twelve plied for hire, and from Knight’s History 


of London, published in 1841, we read: — 


* There are 1,500 cabriolets to whom licences are granted. 
These we know are things of life They rush about the 
streets as rapid as fire-flies Thev lame few, they kill fewer. 
They sometimes overturn us but their serious damage is 


not much.” 
Great has been the development of London traffic during 
the last 100 years Beyond calculation has its con- 
tribution been to the growth of London’s commerce. 
We and many other business houses who started from 
small beginnings, One Hundred and Twenty-Five Years 
ago, owe much to the old London cabby and_ the 
present taxi driver. Our only regret is that we cannot 


say of London streets as we can of ourselves. 
J) 
THERE 1S NO ‘SAFER’ PLACE 


CHUBB AND SON'S LOCK & SAFE COMPANY, LIMITED, 
68 ST. JAMES’S STREET, LONDON, S.W.1. 
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A Banker’s Diary 


ForTY-FOUR NATIONS, it was reported early in January, have been invited 
to send representatives to a forthcoming conference in Washington to consider 
a $8,000 millions Stabilization Fund and a $10,000 millions 
Currency World Bank scheme. Mr. Morgenthau has stated that 
Conference differences still exist between the United States and Britain 
over the terms of the post-war stabilization programme, 
though the area of disagreement has been narrowed. This would agree with 
London reports that a provisional agreement has been initialled between the 
two Treasuries, in which, however, both parties make reservations on a number 
of fundamental points. In our own case, the reservations are said to include 
the questions of the retention of exchange control over current transactions, 
the pe ‘rmissible variations 1 in exchange rates and the part to be played by gold 
in the system. 
If it is true that our representatives have thus reserved freedom of action 
on the points that really matter, this is clearly due not to any lack of desire to 
co-operate with the United St: ites— ‘quite the contrary—but to the manifest 
~~ gers of a multilateral system in the absence of adequate safeguards to 
prevent periodical bouts of deflation. Two basic difficulties have to be faced : 
First , unless creditor nations like the United States are prepared to accept 
an import surplus, the only remaining means of maintaining equilibrium is 
an export of capital. Second and no less important, there are the problems 
arising out of the instability in the American national income, leading to 
reme fluctuations in the supply of dollars. This factor was stressed in the 
US . Department of Commerce publication discussed last month, which 
suggested that unless doJlars are made available with greater regularity than 
in the past other countries must be expected in self-defence to cling to exchange 
restrictions and preferential trading arrangements. Such policies are obv iously 
no more than a poor second best, which everyone would desire to avoid given 
anything like a reasonable hope that America will remain more steadily 
prosperous in the future than in the past. 


UNFORTUNATELY, the indications on this score are not altogether propitious. 
That inflation in America during recent months has been so moderate, despite 
enormous war expenditures and a far from watertight 

Conditions System of controls over prices and distribution, must be 

of U.S. attributed to the fact that alarge proportion of any addi- 
Prosperity tional income is not spent but saved. While this is a helpful 
factor at present, it means that after the war it will be 

necessary to find an outlet for per haps $30-35,000 millions of savings annually 
if a decline in U.S. national income is to be prevented. In view of current 
political trends and the widespread opposition to Governmental spending 
policies, it does not seem over-pessimistic to reckon with the possibility that 
America may be faced with at least one more severe slump. The impact 
of this on the rest of the world might, nevertheless, be considerably mitigate d 
with the aid of a sufficiently expansionist international currency scheme, 
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Both as a balancing factor and as a means of maintaining United States 
national income, an export of capital under the proposed World Bank schem« 
could play a very useful part, but this would be a most precarious basis for a 
currency regime unless it were understood by all parties that a steady flow 
of overseas lending could be relied upon. What is not sufficiently appreciated 
even on this side is that in the event of a sharp decline in American national 
income, and therefore in the supply of dollars,-an adjustment of exchange 
rates is a very ineffective means of restoring equilibrium, and would in any 
case operate only by turning the terms of trade sharply against this country 
In the circumstances envisaged, some measure of exchange control designed 
to secure a selective use of the dollars available would be far preferable from 
the point of view of all parties. 


THE turn of the year saw the introduction of an interesting development in the 
official technique of credit control, namely the adoption on a large scale of 
‘special buying in reverse.” Direct sales of bills to the 
clearing banks “through the back door” have, of course 
been a familiar feature at various times in the past, but it is 
quite a new thing for the authorities to resell bills to the 
discount market itself on any scale. The adoption of this 
expedient on this occasion was a logical corollary of the methods employed to 
expand the credit base in preparation for the year-end. Contrary to the usuai 
practice, the special buyer at that time was prepared to include in his purchases 
a large proportion of February maturities. Since the scope of special buying 
has in the past often been unduly restricted by the fact that the market did 

not hold substantial amounts of the very short bills normally alone acceptabk 

to the authorities, this willingness to extend the range of acceptable maturities 
is wholly welcome. On the other hand, it would obviously be undesirabl 
to leave outstanding for several weeks, until the February maturities ran off, 
the additional credit created for the sole purpose of tiding the market over 
the special emergency of the December 31 window-dressing. To resell the 
bills to the market immediately after the turn of the year was therefore the 
appropriate course from all points of view. 


** Special 
Buying in 
Reverse ”’ 


From the December clearing bank figures and the Bank returns it is possible 
to form a rough estimate of the quite large sums involved in these operations 
On December 31, clearing bank cash totalled £422 millions. 
Assuming that till money was about unchanged at {145 
millions, this would imply that bankers’ balances at thx 
Bank of England on December 31 totalled {£277 millions, 
or—as will be seen from the table below— {43 millions mor 
than was shown by the December 29 return. 


Resales on 
Substantial 
Scale 


ANALYSIS OF BANK RETURNS 


(£ millions) 


Note Bankers’ Government 
Circulation Deposits Securities Reserve 
December 22 1,081.0 169.0 210.3 20.3 
oa 29 1,055.7 234-3 292.0 12.5 
January 5 1,083.9 184.1 231.6 7.2 
90 12 1,075.3 188.2 224.5 25.6 





On 
abc 


Jal 
of 

mu 
thi 
off 
to | 
cle 


TH 


are 


Ear 


Ex] 


Net 
Rec 


Los: 


Cas 


Nut 


As 
div 
dis 
ret) 
in 1 
lar; 
als 


in 


an¢ 


«a T 











A BANKER’S DIARY 59 





On the same basis, Government securities on December 31 must have totalled 
about £335 millions, or £103 millions more than the level of this item on 
January 5. On the last day of 1943, Ways and Means advances from the Bank 
of England were outstanding to a total of £65 millions. Assuming that as 
much as £40 millions had been repaid by the date of the January 5 return, 
this would leave {63 millions to be accounted for by special selling and running 
off of early January maturities. There is, of course, no evidence on which 
to apportion this £63 millions between the two items, but the indications are 
clearly that the “‘ special buying in reverse’ was on a very substantial scale. 


[He net profits of Federal Reserve member banks for the first half of 1943 
are placed at $246 millions, against $170 millions for the corresponding period 
of 1942 and $191 millions for the first half of 1939. The 
U.S. Bank detailed figures of earnings and expenses are shown in the 
Earnings following table: 
MEMBER BANK EARNINGS 


(Amounts in millions of dollars) 





Item Year First Half 
1938 1939 1940 1941 1942 1942 1943 
Earnings—Total ‘ ; 1,274 1,296 1,323 1,417 1,487 726 783 
Interest and dividends on 
securities...  —.. i 448 444 431 445 540 *248 352 
Interest and discount on 
loans ; oe sis 544 560 595 665 640 *329 275 
Service charges on deposit 
accounts .. ‘a oe 51 54 59 65 68 34 36 
All other earnings 232 237 238 242 239 I15 120 
Expenses—Total is ~ 890 895 921 988 1,036 520 540 
Salaries and wages - 380 388 400 420 401 22: 234 
Interest on time deposits .. 17! 159 147 140 128 05 or 
All other expenses .. “a 339 347 373 422 447 232 244 
Net current earnings in 384 401 402 429 451 206 243 
Reco-eries, profits on securities 
sold, etc re a2 a 279 327 303 278 188 86 129 
Losses and charge-offs .. ae 398 380 350 318 256 122 126 
Net profits i ns 265 347 349 390 383 170 246 
Cash dividends declared’... 198 207 210 211 203 | 101 102 
Number of banks? 6,338 6,302 6,450 6,019 6,079 0,047 0,703 


* Revised. 1 Includes interest on capital notes and debentures. # At end of period. 


As the Federal Reserve Bulletin points out, “‘ the amount of interest and 
dividends on securities increased substantially and exceeded interest and 
discount on loans for the first time in history, although the annual rate of 
return on securities declined to 1.5 per cent.,as compared with 1.8 per cent. 
in the first half of 1942. The amount of interest and discount on loans declined, 
largely as the result of the smaller volume of loans held, although there was 
also a slight decline in the rate of return.” It will be seen that the increase 
in net profit was only partly attributable to the rise in net current earnings 
and for the rest to an increase in recoveries and profits on securities sold. 
“The annual rate of net profits on total capital accounts was 8.0 per cent. 
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in the first half of 1943, as compared with 5.7 per cent. in the first half of 1942 
and 6.9 per cent. in the first half of 1941. Dividends were at an annual rate 
of 3.3 per cent., down slightly from recent years.” 


in his annual address to shareholders, Mr. George W. Spinney, C.M.G., 
President of the Bank of Montreal, gives some interesting particulars of the 
return on that bank’s investment portfolio, Included in the 

Canadian  bank’s total holdings of $800 millions, it is stated; are $18 


Bond millions of Dominion and Provincial Treasury bills, on which 
Yields the average yield is about 1} per cent., and $213 millions of 


Dominion of Canada six months’ obligations, on which the 
yield is only ? per cent. ‘‘ Our entire security portfolio,” Mr. Spinney states, 
“yields us slightly over 1} per cent.’”’ These are, of course, gross rates before 
payment of taxes. 

Reviewing the expansion of Canada’s war effort in its end-1943 circular, 
the Bank of Montreal states that in the first ten months of the year the Canadian 
national income reached a level of $7,300 millions, an increase of 18.3 per cent. 
on the corresponding period of 1942. It is evidence of the almost complete 
success of Canada’s price-and wage-stabilization policy that this increase 
in money income is almost fully matched by an increase in output. The 
fficial index of the physical volume of business, at an average of 234 
(1935/39 100) was more than 17 per cent. higher than in the corresponding 
ten months of 1942. 


\CCORDING to the rule in Joachimson v. Swiss Bank Corporation it is an implied 
term of relationship between banker and customer that the latter can only 
make demands for payment of the balance standing to the 

A Legal credit of his account at the branch where the account is kept. 
Decision This rule was unsuccessfully pleaded in the recent case of 
Isaacs v. Barclays Bank Lid. and Barclays Bank (France) Ltd. 

In this case the plaintiff maintained an account with the Monte Carlo branch 
of Barclays Bank (I'rance) Ltd., whom in March 1939 he instructed to send his 
terling securities for safe custody to Barclays Bank Ltd., London. Barclays 
Bank (France) Ltd., whose head office was in London, collected the dividends 
on the securities, put them to the credit of the plaintiif, reclaimed income 
tax on his behalf, and debited the account with their charges. Requested to 
hand over the securities and funds after the fall of France, the defendants 
answered that they held the securities and funds as agents of the Monte Carlo 
branch and could not deal with them without instructions from that branch. 
This contention proved untenable in the face of evidence that in July 1940 
the head office of Barclays Bank (France) Ltd. had informed their corres- 
pondents, Barclays Bank Ltd., that all signatures previously given were 
cancelled. From this it followed that if the head office were entitled to give 
these instructions, Barclays Bank Ltd. would be bound to accept from them 
instructions previously received from the branches in France. In addition, 
Barclays (France) had informed the Bank of England in 1941 that securities 
previously held by their branches in France were, after the capitulation, taken 
from the control of these branches and placed under the control of the head 
office. On these facts the Judge held that a direct contractual relationship 
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A BANKER’S DIARY 
existed between the parties, since Barclays Bank (France) Ltd. had throughout 
treated the plaintiff as their customer and not as the customer of their Monte 
Carlo branch. 


Two minor developments affecting the banking system are suggested by a 
writer in Agenda, discussing the post-war financial system. There would 
seem to be little ground, the writer points out, for requiring 

Post-War any further extension of control over the Central bank ; nor 

Financial are any structural changes necessary in respect of the com- 

System mercial banks. In order to strengthen Central bank control 

over the system, however, he suggests, first, that a definite 
requirement might be laid down for “‘ the maintenance of a prescribed minimum 
ratio, say 10 per cent., as a daily average rather than a once-a-week (in wartime 
once-a-month) objective,’ and, secondly, that notwithstanding the declining 
emphasis on interest rates as an instrument of monetary policy, “ there is 
something to be said . . . for imparting greater flexibility to the rates of 
interest paid by the banks on credit balances placed with them.”’ 

[t is probable that both of these suggestions would be acceptable to banking 
opinion in general. So far as deposit rates are concerned, the first step was, 
of course, taken at the outbreak of war, when the banks were requested by the 
authorities not to pay more than I per cent. on balances. With regard to 
cash ratios, the disturbing effects of window dressing are becoming increasingly 
recognized, and it is interesting to notice the statement of the Midland Bank 
chairman, Mr. Stanley Christopherson, that the cash ratio shown by this 
bank at least ‘‘ is not merely a balance-sheet ratio; it faithfully reflects our 
regular practice, for it is not our custom to take any special steps to secure 
a higher cash or liquidity ratio in our published returns than is ordinarily 
maintained.” 


THE Exchequer’s ordinary expenditure for the first nine months of the current 

financial year amounted to £4,226.2 millions and ordinary revenue to {1,837.4 

millions, leaving a deficit of {2,388.8 millions, or alinost 

Nine exactly {100 millions more than in the corresponding period 

Months’ of 1942. Though expenditure for the period as a whole showed 

Revenue a further increase, it is very significant that in the final quarter 

expenditure was £40 millions lower than in the corresponding 

months of 1942, this being the first quarter to show a decrease on the year 

since the beginning of the war. This would suggest that our war effort has 
now reached its peak. 

Once again, the feature of the figures is the very great buoyancy of the 
revenue. With the peak inflow still to come, this already showed an expansion 
for the nine months of £321 millions, or only £70 millions short of the estimated 
increase for the financial year as a whole. Perhaps the most promising showing 
is this year made by N.D.C. and E.P.T., which show a combined increase 
for the nine months of {105 millions, against an estimated rise for the full 
vear of {122 millions. At the end of December, these taxes had already 
realized 75.7 per cent. of the estimate for the full year, as compared with only 
64.4 per cent. at the corresponding point in 1942-3. Stamp duties seem to 
have been similarly under-estimated, having brought in 80.8 per cent. of the 
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estimate for the full year, against only 69.8 per cent. On the other hand, 
the proportion of income tax receipts was slightly less than in the preceding 
year, though in view of the considerable surplus under this head in 1942-3 
there is no reason to suppose that there will be any shortfall on the estimated 
increase for the full year of £168 millions. 


AN amalgamation was announced recently between two old-established 
merchant banking firms, Messrs. Arbuthnot Latham and Co. having acquired 
the whole of the issued share capital of Messrs. John K. 
Gilliat and Co. The latter were established as long ago as 


Merchant ! é 
3ank 1786, and in recent years were particularly interested in 
Merger Ce ntral American coffee and other products, while Arbuthnot 


Latham were founded in 1833 and before the war did a very 
active acceptance business. The paid-up capital of Arbuthnots’ is £590,000 
and that of Gilliat £190,000. 


Reconstruction Forum 


(1) The Transport Problem 
By the Editor 


N all discussion of post-war reconstruction, a number of themes constantly 
recur: the questions of competition versus monopoly, of State ownership 
versus private ownership, of nationalization versus private enterprise. 
Other things equal, there is a presumption in favour of the price system 
and private enterprise, but it is now generally agreed that such issues cannot 
be decided a priori from any doctrinaire standpoint, and that any discussion 
of them must be barren which is not related to particular cases. All these 
elements of controversy are present in the transport problem ; and it is with 
the object of making clear the questions of general principle which are involved, 
as well as for the intrinsic importance of the subject itself, that we present the 
two following articles. In the first of these, one of our leading railway executives, 
Mr. A. J. Pearson, Assistant to President, L.M.S., discusses various possible 
definitions of an efficient transport system. The second is a commentary on 
his views by Mr. Walter Hill, Assistant Editor of The Economist. 


Transport After the War 
By A. J. Pearson 


T is often said that the aim after the war should be to provide a transport 
| syst m in this country that will give the best possible service to the public 
at the lowest economic cost. A broad statement such as this is at first sight 
admirable, but when it is carefully examined it becomes obvious that it needs 
o be defined before it is of any value for practical application. It may, in 
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fact, be construed in a number of different ways ; and it is necessary to arrive 
at an accepted definition before anyone can hope to develop transport on 
satisfactory lines. Unless the principles are right at the start, no system of 
or can successfully perform the function expected of it. The clear 
lefinition of the aim goes to the root of the transport problem as it exists in 
Great Britain; once it is settled, it should be possible to see the steps that 
require to be taken to implement it. It should be said at once that the factors 
involve ‘d are bewilde wher. complex, and the danger in any attempt at definition 
is that it may over-simplify. 

First of all, what is meant by a “transport system’”’? There is public 
transport, comprising the railway, the omnibus, the tramcar, the trclley bus, 
the coach, the road haulier (““A’”’ and “B”’ licences), the canal company, 

» by-trader, coastwise shipping, the dock undertaking and air transport. 
Is it possible to organize these independently of private transport, such as 
the road freight operator (‘‘ C ’’ licence), the private car and the private canal 
barge ? Consider two examples of the interplay between public and private. 
\n individual habitually drives his car between home and office, but about 
this time of the year there is fog and he cannot do so. He imme diate ly turns 
to public transport and relies upon its being there to meet his needs. If 
-veryone did that, there would be no public transport on a commercial basis ; 
further, the resort to public transport is usually at peak periods, which requires 
immense capital outlay for those periods only. Or again, a trader employs 
his own road transport to despatch his goods for the main or trunk part of the 
journey. Then at the destination town he hands the goods over to public 
transport (which, in the case of the railways at any rate, must by law accept 
the r to make the expensive local delivery to the consignee. Or he sends his 
zoods throughout by his own road vehicle and hands the empties over to public 
transport to convey them back to starting point. The cost of public transport, 
then, cannot be unafiected by private transport ; and it follows, therefore, 
that when we talk from a national point of view of a transport system we must 
mean all transport. Any scheme of development requires to be all-embracing 
though for good reasons we may decide to give specific scope to private trans- 
port and provide good facilities for it ; but it should be done consciously and 
not haphazardly. 

Then we come to the phrase “ best possible service.’”’ This may mean 
providing adequate alternative public facilities, or, in other words, a surplus 
se i icity beyond what is required to move a given volume of traffic. On the 
other hand, it may mean no surplus public c capacity beyond a reasonable 
reserve for contingencies. Obviously ‘‘ lowest economic cost”’ in the first 

lefinition will be higher than in the second. Again, the factor of speed will 
affect the cost. Everyone will agree that speed is desirable, but what if it 
prevents good loading? In recent years the practice of ordering supplies 
from hand to mouth has to a marked extent reduced the loading of public 
transport units, and the smaller consignments have increased handling costs 
considerably. This does not apply to traffic such as coal, which obtains 
regular deliveries with good loading, but it does to many other types of traffic. 
Perhaps a sound definition of ‘‘ best possible service ’’ would be to say that 
it means reasonably adequate peak and alternative facilities where the volume 
f traffic justifies them, but not otherwise, and that whilst the aim should be 
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to give as rapid a service as possible, stress should be placed on good loading 
except in particular cases where speed is paramount. This definition would 
not be true of pre-war conditions, where duplication of services, particularly 
between road and rail freight transport, was acute ; and it would mean much 
more emphasis on organizing all public transport for good loading than was 
the case between the wars. The net effect would be a reduction of competition 
and the concentration of transport to move traffic by the most suitable means. 

Mention has been made of “‘ the lowest economic cost,’’ but it is necessary 
to be clear on the meaning of “ cost.’”” Does it mean the cost to the public 
as a whole, including not only the bare interest on all capital employed or 
held for peaks, but also an element of profit one year with another ? Or does 
it mean interest on part only of the capital employed ? It cannot mean the 
latter, for the public as a whole must pay either directly or indirectly. This, 
then, brings us to the question whether the cost of transport, as we have 
defined it first, should be met directly or otherwise ; and there is no doubt 
that at present a substantial part is met indirectly. In case this should be 
regarded as a dogmatic statement it is only necessary to point out that the 
railways are required to pay annually 34 per cent. of their gross receipts to 
maintain and service their track, whereas public road transport contributes 
between 11 and 12 per cent. This is, at bottom, the issue between road and 
rail and canal. Some will say that it is perfectly fair that it should be met 
in this way; others will claim it as a natural advant: ige because of joint user 
of roads and a legacy from the past ; others again will say (as Lord Stamp 
did years ago) that there should be a true costing as a basis for policy. 

Whatever view is taken, it is undoubtedly true that it fundamentally 
affects the competitive position between these three forms of transport, all 
of which are national necessities. It is this last point which probably over- 
rides all others—the need in the national interest for all these forms of transport. 
The critic will say here, ‘I agree we need rail, road and water, but only 
insofar as they are necessary.” There seems to be an idea that this can be 
looked at in the same way whatever the principles under which public transport 
operates, but this is not so. Before the war, for example, there were no un- 
remunerative sections of railway, apart from particular parts needed for 
strategic reasons. The test in every case was net revenue. Works no longer 
required on this test were demolished or abandoned and written out of capital 
account, the credits to capital for such items totalling £23 millions between 
1923 and 1942. The railways were constantly searching for economies, or 
reductions in cost by finding a better way of rende ring the same service. 
Again, changes in the nature or flow of traffic re sulting in trains or stations 
or sections of line becoming unremunerative were under constant observation 
and services were discontinued where this was necessary. This was not 
always a simple matter to decide, but nevertheless in this period 240 miles 
of track and 350 stations were closed to all traffic and 1,000 miles of track 
and 380 stations to passenger traffic only. There is no doubt that:if all trans- 
port were developed as a whole, as has not yet been the case, further reductions 
in cost would be possible. 

This question of cost has, of course, a vital bearing on the price of transport, 
and is particularly important where there is competition. The matter is made 
more difficult by the dissimilarity in the laws governing the charges of the 
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different forms: rail and canal, on the one hand, are bound by an elaborate 
system of regulation as to freight charges and road not at all. It is also bound 
to affect passenger fares as to quantum. Even if the dissimilarity in chz urges 
regulation were removed, the fundamental cost difference would still remain, 
and unless there is some solution of it there is little prospect, in the long run, 
of securing the aim set down at the outset, however it is defined. The answer 
to it may lie in the direction of the definition of the best possible service already 
attempted, together with equality of charging powers. In other words, a 
combination of the two would mean, broadly, competition in service but not 
in price, which would gradually result in the dovetailing together of the 
different means of transport to secure loading more in accordance with unit 
capacity. In this way there would bea sharing of the cost advantages. It is 
precisely here where private transport would play its part. In some cases 
it would be completely free, in others it would be free within specific distances, 
and the extra cost involved to the public as a whole would be the price paid 
for a stimulant to efficiency. 
We have not yet finished with the question of cost in its relation to charges 
It is necessary to be clear whether transport charges are to be related solely 
to transport considerations. If they are not (and not all of them are at present) 
then there is a subsidy which has to be met by someone. Take the case of 
workmen’s fares. These are clearly not based on transport considerations 
but on social requirements laid down in Acts of Parliament in the last century 
The social considerations which required them at that time have gone, but the 
laws requiring them still remain. It is a fact that workmen’s fares are un- 
economic. No transport system could exist on a commercial basis if it charged 
only workmen’s fares. There are other particular types of traffic in the same 
category. It is submitted that there can only be one conclusion: charges 
must be based on transport considerations solely and be subject to regulation 
in the public interest ; failing this the subsidy must be provided direct by the 
State. Similarly, parts of transport systems which are unremunerative but 
are required for national reasons should be a direct charge on State funds. 
Before the threads of the definition here attempted are gathered together, 
it is desirable to study the definition laid down by Lord Leathers in the House 
of Lords on October 27, 1943. He said the need would be to provide 
‘a really cheap and efficient service. By ‘cheap’ I do not mean 
merely that the prices and rates will be low; that could be very simply 
achieved by subsidies, but a subsidy merely ‘transfers the burden of ex- 
travagant transport from the pockets of the immediate user to the pockets 
of the taxpayer. By ‘cheap,’ therefore, I mean a transport system so 
co-ordinated and run that it can provide, and does provide, the best 
possible service for the least real cost to the community as a whole.” 
It might be correct to restate this as follows: Transport must be developed 
as a whole, and in this process the different forms must be made to fit in with 
one another and thus, by the elimination of avoidable waste, produce the 
best possible service ; having done this all transport must cover its costs 
(including interest), charges must be at such a level as will ensure this, and 
subsidies to particular sections must be avoided. There is one point which 
is not clear. Does co-ordination, in the sense used by Lord Leathers, mean 
that the minimum amount of transport must be aimed at, or does it mean 
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that there are to be alternative facilities ? We have seen the need for making 
certain on this point. But apart from this, the definition made by Lord 
Leathers is much in line with the conclusions we have come to. It is interesting, 
also, to see that in the same speech the Minister stated: ‘‘ The war has made 
it clearer than ever before that the railways are a national asset which must 
be retained in full efficiency. This is absolute ly necessary, not only for trade 
and industrial purposes, but for defence.’ 

The practical conclusion to which one is led by this attempt at analysis 
is that the charging powers of the different forms of transport should be placed 
on a basis of equality and be inter-related ; competition would then be in 
service and not in price, which would permit of organizing all transport to 
secure loading in relation to capacity and thus reduce avoidable waste to a 
minimum. In time it would mean a transport system composed of essential 
parts only, and all, including the public, sharing in the benefits thus secured. 
The maximizing of traffics would be to public transport as a whole and not 
the maximvm for each irrespective of the economy of handling it. Overall, 
there would be an upward limit to profits, and the inte locking would ensure 
a lower limit, which the Railways Act of 1921 failed to secure for the railways 
because it ignored the development of road competition. This definition 
appears to be the one most likely to meet the aim to provide the best possible 
transport service to the public at the lowest economic cost. 


A Reply 
By Walter Hill 


N no industrial country of comparable population are the conditions for 

cheap transport more favourable than they are in the British Isles; the 

country is compact, reasonably level and surrounded by the sea. Since 
the resources employed on transport—that is its real cost—are inevitably 
substantial in a highly industrialized country, it is vital to the future of Britain 
that the best should be made of one of its greatest natural advantages, within 
the limits of technical knowledge. 

The rapid growth and technical improvement of road transport facilities, 
public as well as private, have challenged the monopoly of the railways. 
Consequently, one of the transport problems that will have to be solved—and 
this is the subject of Mr. Pearson’s article—is how to ensure the conditions 
in which each of the various facilities can best play its part in an efficient 
transport system; that is, in meeting changing demands at the lowest cost 
in manpower and materials within the context of technical progress and 
consequent changes in relative real costs. It is not enough to ensure a 
‘balanced’ supply of transport in relation to the demand before or im- 
mediately after the war; as the inter-war years have demonstrated, both 
demand and supply are anything but static. It is essential, therefore to ensure 
the conditions which will encourage flexibility in the supply of transport, 
flexibility in the sense of rapid adjustments to changes in demand and to 
changes in the relative costs of the various means of transport arising from 
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echnical progress. As Mr. Pearson rightly says, ‘“ unless the principles are 
ht at the start, no system of transport can successfully perform the functicns 


expected of it.” 

Broadly, there are three possible lines of policy. Stated dogmatically they 
Res 
Firstly, a return to open price competition, on the basis of a measure of 
quality of opportunity. Each of the public facilities—rail, road, coastal 
shipping, inland waterways, and air—would have complete freedom in fixing 
ices, in increasing or reducing its capacity, and in making profits, or losses, 
subject to general provisions about wages and working conditions, safety and 
so on. Furthermore, each of them would have to “ stand on its own legs.” 
One of the points raised in the preceding article, the difference in track costs 
between rail and road, is no more an argument for equalization in itself than 
would be the contention that coastal shipping or air transport, which have 
10 track costs at all, should include in their prices a hypothetical item for 
rack charges. Equality of opportunity in transport does not mean equality 
of opportunity on the “ handicap ’”’ principle appli ed on the race and golf 
courses. But it does mean that road users, as a whole, should pay the interest 
and maintenance charges of their track; the total cost to be allocated on a fair 
basis between private and public transport. 

Price competition on the basis of equal opportunity, its advocates contend, 
would fulfil the conditions of efficient transport; it would automatically 
bring about the right kind of “ balance’”’ between the various means of 
transport and provide the necessary incentives to technical progress and 
1djustment. If, for strategic reasons, unprofitable facilities have to be main- 
tained, or if, for social reasons, certain services have to be provided at prices 
ower r than would otherwise be charged, the cost would have to be borne by 
the community in the form of a subsidy and not by the owners of transport 
fociditie ‘s. In practice, equality of opportunity cannot be made perfect—one 
of the difficulties is that the average length of life of railway equipment is 
longer than that of road equipment, so that, in planning capital expenditure, 
the railways must look ahead for twenty years or more instead of five or six 
years. This fact is not considered to be a serious obstacle to this line of policy 
by its advocates. 

— dly, the introduction of joint price-fixing between the various means 
f transport, coupled with their maintenance in separate ownership. This 
eems to be the policy advocated by the previous writer as the one that would 
best satisfy the conditions of efficient transport. ‘‘ Competition in service 

ut not in price,” he says, ‘‘ would gradually result in the dovetailing together 
of the differ nt means of transport to secure loading more in accordance with 
init capacity.”’ It was also advocated by Sir William Wood, President of 
the L.M.S., in an address before the Institute of Transport, in these words : 
‘I consider that the way is now clear for the adoption of complete equality 
in Tr en to charging powers, leaving the owners of transport free to choose 
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the system they prefer to use at a particular time, thus achieving a natural 
ete. ition of traffic between the various forms of transport. It would permit 
a system of correlated charges, not necessarily uniform, agreed between the 


forms of transport, and that in turn should lead to a re-routing of traffics, 
through movements of both passenger and merchandise traffic by two or more 
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forms of transport, and pooling of resources. . . . There would be competition 
in service to provide the stimulant to progress, but it would be rezulated 
competition, not wasteful. There would be scope for expansion and for the 
development of new facilities for all forms of transport, leading to a balanced 
general scheme. One example is the electrification of the railways for main- 
line purposes. In the past, the lack of consideration of transport requirements 
as a whole, and the undue risk involved in expending large capital sums on 
fixed plant, have been the chief obstacles to such developments.” 

Neither Sir William Wood in the above nor Mr. Pcarson in his article 
indicates the precise formula on the basis of which prices are to be fixed. But 
this is the crux of the whole matter. Joint price-fixing usually means the 
fixing of prices at a level which yields a profit on the c: ipital of the party with 
the highest cost. It is immaterial whether the formula is to be based on the 
“handicap ’’ or some other principle ; the result is the same. Mr. Pearson 
seems to have something like this in mind, for he suggests a lower and an 
upper limit to profits. The upper limit, obviously, would affect the party 
with the lowest costs! Mr. Pearson seems to hold that price-fixing, to be 
effective, would involve some regulation of private transport. To quote : 
“Tn some cases it would be completely free, in others it would be free within 
specific distances, and the extra cost involved to the public as a whole would 
be the price paid for a stimulant to efficiency. 

Thirdly, the creation of a community of interest between the various 
forms of public transport. The advocates of this line of policy argue that 
complete financial integration would automatically lead to technical integration 
in that it would be a matter of financial indifference to each party how the 
traffic is moved. It is admitted that the public would lose its right of choice, 
but it is held that the economies of complete technical integration would 
greatly outweigh the disadvantages of the loss of choice. It is held, further, 
that competition ‘‘ within ’’ such an integrated régime could be made as effec- 
tive as competition ‘“ between” financially independent transport under- 
takings, by the offer of adequate salaries and the introduction of a system of 
rewards. This, needless to say, is the policy advocated by those who see in 
State control, in any of its various forms, the fulfilment of the conditions of 
efficient transport. 

These three lines of policy—competition, price-fixing and financial in- 
tegration— have been stated dogmatically, by way of illustration and comme! 
on Mr. Pearson’s definition of an efficient transport policy. There are, of 
course, many variants of each principle, but this is not the occasion for thei 
detailed examination with a view to the formulation of a transport policy. 

Short of the extreme forms of the first and third lines of policy (i.e. open 
competition or the State ownership and management of all forms of transport), 
it is doubtful whether the transport problem is capable of treatment, whe en 
the conditions of efficient transport can be ensured, by the application of at 
single formula. Treatment, to fulfil its purpose, can only be prescribed dn 
a careful and expert investigation of the relevant facts. For example, it would 
be essential to know the pre-war area of competition between the various forms 
of public transport, their relative costs within this area, and the proportion 
of its total revenue derived by each from this area. It is often overlooked that 
there is a wide area over which rail and road do not provide alternative facilities, 
that road transport is to a large extent of the local or feeder or delivery variety. 
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The treatment most efficacious for the solution of the problem of the 
“competitive ’’ area is not necessarily applicable to local traffic. Un- 
fortunately, the relevant data, expertly analyzed, are not available to the 
lay rman. Whatever the policy adopted, it should be decided in the interests 

‘the consumer, on the basis of the facts and technical probabilities, and with 
full knowledge of the alternatives which are rejected. 


A Rejoinder 
By A. J. Pearson 


M:. Hill states three possible lines of policy ; the word “ possible ”’ should 
be stressed, because up to now none of the three has been followed and there 
has been no general treatment of transport as a whole. With this qualification 
the three possible policies may stand as roughly correct, though they are not 
distinct and overlap in parts. For example, to arrive at the second it is 
necessary to have the “ comple ste freedom in fixing prices’”’ of the first, or, 
is might be better stated, compk ‘te equality in charging powers and obligations. 
\t the moment this does not exist. Then as to the “ handicap.” If road 
iseTs pay “ ome interest and maintenance charges of their track’’ (as Mr. 
Hill suggests), thcre is no handicap, as it would be equivalent to rail, and there 
s no con mp arison with shipping or air transport who have their track provided 
by nature, which rail and road do not. On Mr. Hill’s principle the different 
treatment which now requires rail to contribute 34 per cent. of its gross 
receipts to interest and maintenance of its track compared with the 11 to 
2 per cent. contributed by road, would be removed, though, this would not, 
of course, necessarily make the percentages completely equal. He does not 

y how this would be done, but it is vital. One way to achieve it would 
ve to translate into a practical scheme the definition in the last paragraph 
f my note. There would then be an upward limit to profits such as the 
tailways have had under the Railways Act of 1921, and the lower limit would 
be automatically secured by organizing transport on a sound financial basis. 
As chi irges would be regulated by statutory machinery, to which users would 
have full access, the fears expressed by Mr. Hill may be removed. 

“7 he relevant facts are available now on which policy can be settled. If 
Mr. Hill’s yong is with regard to individual costs for particular consignments 
or journeys, these are of no practical value for dealing with the problem, as 
they vary from day to day and hour to hour and place to place ; it is only 
necessary to cite the cost of conveying a box of tomatoes or a wagon of coal 
from A to B in fine weather and in fog to see how hopeless such an approach 
vould be. 

Finally, it is necessary to qualify the opening sentence of Mr. Hill’s reply ; 
surprising though it may appear, the conditions for transport in the British 
isles are not so favourable comparatively. .Though it is true that the average 
haul is shorter in this country, the nature of the surface here involved more 
expense in engineering work in the provision of transport facilities than, 
e.g. in the U.S.A. (despite the Rockies and the large rivers). But apart from 
much greater tunnelling, and, on the whole, river bridge and viaduct work, 
British construction standards were much higher, though some of the dis- 
parities are now disappearing. 
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The Banks and Post-War Reconstruction 


OLLOWING Mr. Churchill’s example, the bank chairmen have allowed 
iP questions of post-war reconstruction to take a prominent place in the 

latest series of statements to shareholders. The desire of the banks to 
give industry every assistance within their power, and the favourable oppor- 
tunity for doing this afforded by the present abnormally liquid assets structure, 
are repe = ‘dly stressed. Mr. Christopherson, in his first statement as chi Lirman 
of the Midland Bank, mentions that this institution has set up an actual 
% Pcl on Post-war Business Problems ”’ and it may be taken for granted 
that other banks are also giving svstematic study to such questions. 

That they are approaching the problem in anything but a doctrinaire spirit 
is most strikingly evidenced by as Wardington’s statement, for it is no 
ordinary thing to find a bank chairman foreshadowing the possibility of a 
fundamental departure in advances policy. The banks are so liquid, he points 
out, that a return to a 50 per cent. advances ratio would enable the clearing 
banks to increase their loans to the public by well over £1,000 millions without 
in any way laying them open to the criticism that they were over-lent 
What is more important, because they are so liquid “ they will also be willing 
to be more elastic in their views as to what constitutes a legitimate banking 
loan.”’ In theory it is a perfectly sound principle, as Lord Wardington points 
out, that medium or even short-term loans for cz pit il purposes ought not to 
form part of the business of a deposit bank; but “ banks are at present so 
strong, and enjoy such a liquid position, that some departure from strict 
principles would seem to be justified in the conditions which are likely to 
confront us after the war.” 

Traders should be «n:ouraged by this hint that the banks themselves may 
be prepared to take the initiative in closing one of the gaps in the credit system 
to which the Macmillan Committee called attention, namely the difficulty 
experienced by business in raising credit of a type intermediate between 
permanent business capital and a short-term advance—for purposes, that is to 
say, involving an extension of credit for, say, two to five years. It 1s difficult 
to give e xample s. Obviously Lord Wardington’s remarks do not imply that 
the banks would be willing to supply working capital for entirely new and 
untried enterprises. But it seems a reasonable interpretation that for existing 
customers with a good managerial record they might now be prepared to finance, 
say, the acquisition of machine tools to be amortized over four or five years, 
or to grant an advance for restocking and general purposes even though the 
account could not expect to be in credit for some time. 

In the present situation, the effect of a liberal lending policy will be to 
a an equitable distribution of credit supplies, rather than any actual 
increase in trade ; for industry in general will have sufficient liquid assets to 
pure leis the limited supplies likely to be available in the immediate pate 
phasi Where the banks can help is by enabling firms to re-start which hav 
not been in a position to Prccntone sufficient working capital through E.P.T. 
refunds. Hence it is encouraging to note the general emphasis placed in the 
statements on the importance of the small man. One may instance _ the 
assurance given by Mr. Colin Campbell that the National Provincial “ has 
always kept in touch with the merchants and the small traders and, in view 
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BANKS AND POST-WAR RECONSTRUCTION 71 
of the heavy sacrifices which the war has imposed on many of them, it will be 
our policy to continue to extend to the utmost possible degree such credit 
fac litie s as they re quire, so that they may be able to restart and to develop 
their businesses.” Similarly, Mr. Bates of Martins says that at the 
appropriate time his bank will ‘‘ welcome requests for banking assistance, and 
ready consideration will be given to small traders whose businesses have been 
affected and will need re-establishment after the ravages of the war years.” 
In the consideration then given, he adds, “the problems of the returning 
ex-Service men will have a full share.’’ Another indication of a helpful attitude 
is Mr. Christopherson’s remark that his bank is anxious to extend to promising 
enterprises under good auspices support which “ shall be based as much upon 
the character, integrity and business capacity of the borrower as upon the 
extent and nature of his own material resources. 

The approval given to the maintenance of reasonable controls after the 
war, and the repudiation of deflationary policies, atford further evidence that 

ie banks are able to move with the times. To appreciate the change of out- 
look since the last war, it is interesting to contrast the present statements 
with those of 1918 and 1919. At that time, more than one banker stressed 
the unrest in all business circles caused by fears that “ the oificials who are 
in office during the crisis will wish to continue the dragooning to which we 
are all now subjected.”’ Given this root and branch hostility to controls, 
it was natural to assume that the trade cycle was something quite beyond the 
wit of man to regulate. Hence the defeatist attitude that “ when the war is 
over a great outburst of business may be expected, to be followed, of course, 
at some later time by the inevitable reaction.”” By contrast, one may note 
Mr. Beckett’s confidence that “‘ with the Government’s declared policy of 
full employment . . . we should never again see an army of nearly two millions 
in enforced idlene Ss, aS we did even as late as in 1938,” though he adds the 
timely reminder that “it was mainly on the export side of our trad2 that 
unemployment was most marked and proved so obstinate to cure, and in this 
regard the difficulties have not decreased but multiplied.” 

In the same vein is Mr. Fisher’s observation that: ‘‘ One does not expect 
a sudden or violent change-over, for the period following the war will be 
dominated by scarcity, emphasised by the latent demand which will then spring 
to life. For this reason we must anticipate a measure of control with the 
exercise of priorities, until the whole machine adjusts itself to the new con- 
ditions. But no one will want to see the continuance of any control, which has 
outlived its purpose ; for although there must always be safeguards to protect 
the interests of the State and of the community, the very same interests are 
best served by giving full rein to those priceless assets, individuality and 
enterprise, which can flourish only in an atmosphere of freedom. 

Once it is accepted that booms can be damped down by controlling demand 
through priorities, it is possible to abolish the inflation-phodia that was so 
prevalent in rg18. Carrying on the tradition of two illustrious predecessors, 
Mr. Christopherson gave the most emphatic expression to the expansionist 
point of view in the following passage: ‘‘ We can be assured that this time 
there will be no misguided attempt to enforce a decline in prices through 
measures of deflation ; the authorities are alive to the inherent dangers of such 
a policy. . . . No one, at this stage of our knowledge, would dare sudject the 
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nation, as a matter-of deliberate choice, to monetary contraction, for everyone 
now sees that such a procedure would bind burdens upon our economy in 
respect of outstanding debts and taxation which could not be borne and 
repress that initiative without which a healthy expansion of economic life 
would be beyond our powers.”’ 

Only two of the statements deal explicitly with the international currency 
plans. Sir Robert Noton Barclay gives them a general approval in saying: 
“ The welfare of mankind will largely depend on progressive economic ex- 
pansion permitting full employment and maximum consumption whilst 
controlling the sequence of booms and depressions. . . . The problem seems 
best approached by world agreement and co-operation within the broad 
outline of the much discussed proposals for an international monetary 
mechanism.” Mr. Beckett, on the other hand, puts in a reasoned plea for the 
gol d standard in the following passage : 

‘ The idea that gold should be the token, either directly or remotely, must 
be seriously considered, and it certainly presents some possibilities that are 
not apparent in other media. Long habit and usage of gold by al] nations 
since the dawn of history has made it a means of trading z and exchange familiar 
to all peoples. It is but natural, tco, that American “opinion should favour 
a currency medium based upon gold. It is true that America holds a pre- 
ponderating stock, but the British Empire and Russia are the principal pro- 
ducers, and it would seem that, in order to secure America’s support and 
collaboration, which is invaluable and indeed essential for any workable scheme, 
it would be well to try to build on this premise. I am keenly aware of the 
difficulties which such a course raises; aware also of the merits and defects 
in the past working of a gold standard. A means must be devised to avoid 
the rigidity of the gold standard as we knew it in the past. But America is 
a large creditor nation, with the responsibility towards securing trade 
equilibrium which that status implies. A creditor country cannot remain 
passive as hitherto, allowing gold to enter freely in payment for goods and 
services, but should for this purpose so adjust its economy as to permit the 
easy entrance of foreign goods. Goods and services must surely be a better 
exchange for exports than gold which passes forthwith into sterility.”’ 

[It might be objected, of course, that a flexible gold standard is to some 
extent a contradiction in terms, for unless the gold standard does mean 
absolutely fixed exchange rates it loses most of its point; and the conclusive 
objections to any system which may impose deflationary policies for the sake 
of the balance of payments are now universally recognized. In this respect 
the gold standard is on the same footing as any other multilateral system, but 
there is a difficulty peculiar to the gold standard with which Mr. Beckett does 
not deal: namely the fact that this country has used up its former gold 
reserve to pay for the war. Its replacement, especially in the immediate 
post-war phase, would be an impossible burden; for as Mr. Beckett says, 
‘goods and services must surely be a better exchange for exports than gold 
which passes forthwith into sterility.’ 

On the banking results for the year, little comment is needed. For the 
nine clearing banks publishing their earnings, as will be seen from the following 
table, net profits showed an increase of £489,000. Dividend payments being 
unchanged, this permitted a corresponding increase in reserve provisions 





the 


The 
of { 
fror 
to t 


£9,4 


whe 
ban 
of t! 
tax 
thar 


Barc! 
Lloy« 
Midi: 
Nati 
West 


My Of 

a 
in I 
Trea 


full 


Depo 
Cash 
Call } 
Disco 
t.D:) 
Inves 


Adva 








ee en 








IANKS AND POST-WAR RECONSTRUCTION 73 








the feature being the very large allocation to premises reserves : 





NINE CLEARING BANKS’ PROFITS AND APPROPRIATIONS 
(£’000 omitted) 
1943 19 2 
To Contingencies 800 715 
» War Contingencies 500 500 
,. Pensions. . 600 700 
», Premises a 840 500 
», General Reserve 620 610 
» Carry-forward 256 109 
Total Appropriations 3,616 3,134 
Dividends : 5,500 5,499 
Net Profits 9,122 


8,633 
The Midland Bank and Martins repeated their allocations to genera] reserve 
of £500,000 and {100,000 respectively. In addition to these appropriations 
from profits, the National Provincial transferred £979,416 from inner reserves 
to the published reserve, thus restoring the latter to the pre-1931 figure of 
£9,479,416 (the equivalent of the paid-up capital). 

Mr. Christopherson mentions that income-tax and N.D.C. still form the 
whole of his bank’s taxation liabilities, and though the Midland was the only 
bank to show a decline in profits on the year, it appears that once again none 
of the banks became liable to E.P.T., even though the estimated profits before 
tax of the Big Five (as shown by the next table) were some 23 per cent. higher 
than in 1938: 


PROFITS BEFORE TAXATION 


({o00's omitted) 


ESTIMATED 


Peak Slump 

1929 “ Low”’ 1938 1939 1940 1941 1942 1943 
£ f £ f £ £ £ £ 

Barclays 2,910 2,070 2,790 2,090 *1F? esi 3.213 3,326 
Lloyds 3,180 1,920 2,480 2,575 2,540 2,675 2,304 3,181 
Midland 2 3,330 2,690 3,550 3,549 3,559 4,135 4,194 4,166 
National Provincial 2,310 1,050 2,000 1,977 1,990 2,222 2,377 2,637 
Westminster 2,700 1,950 2,260 2,390 2,405 2,499 2,000 2,831 
Total 14,430 10,280 13,080 13,372 13,275 14,372 15,248 10,141 
¥%, of 1929 ne ‘a 100 72.3 go.6 92.7 91.6 99.0 105.5 111.3 


The main banking trends of the year are summarized in the next table. 
In December, deposits for the first time exceeded the £4,000 millions mark, 
[Treasury deposit receipts, it is interesting to note, providing more than the 
full counterpart of the increase in deposits over the year : 


CLEARING BANK RETURNS 
(£ millions) 
December Average 12 months 

1943 1942 Change 1943 1942 Change 

Deposits 4,031.7 3,628.6 403.1 3,052.3 3,275-5 370.8 
ish sk os 422.2 390.4 31.8 335.1 345-4 40.7 

all Money 151.0 142.2 + 8.8 152.9 133.0 + 19.9 

Discounts 132.6 197.5 - 64.9 154.9 234-5 - 49.0 
T.D.R 1,307.0 895.5 4 411.5 1,002.1 641.6 + 360.5 
investments 1,153.6 1,120.2 +- 33-4 1,140.8 1,069.r + I79 <9 
Advances 743.0 772.8 — 29.8 747-4 797-5 — 50.1 
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CLEARING BANK PROFITS AND APPROPRIATIONS 
(£000’s omitted) 
Other 
Con- Appropria- 
Net Profits Dividends tingencies* ti ns 
1943 1942 1943 1942 1943 1942 1943 1942 
o o/ 
0 /o 
Barclays 1,584 1,530 I,04I 15 I,04I (4 250 250 293 238 
Lilo ds “ rr 1,515 1,364 925 12 918 r2 450 450 140 —4 
Midland a ea 1,984 1,997 1,213 16 1,213 76 250 250 §22 5347 
National Provincial .. 1,256 1,132 7ir I§ 7Ir I§ 250 150 295 27 
Westminster .. 1,248 1,238 777 +18 777 «+18 —- — 571 401 
Martins 607 577 312 15 312 5 100 100 195{ 165% 
District ki 434 422 260 I84 260 Ish a= — 174 162 
Williams Deacon’s 202 189 117 2} 117 42h = = 85 72 
National a 192 184 150 10 150 10 —- 15 42 19 
* Including War Contingencies. + Including £500,000 to published Reserve. 


$ Including £100, 00 to published Reserve. 


CLEARING BANK LIABILITIES AND ITEMS IN COURSE 
(£ millions) 
Capital and Cheques and 
Reserves Deposits, etc. Acceptances, etc. Balances 
1943 1942 1943 1942 1943 1942 1943 1942 
3arclays a ao ee ee 822.5 721.0 15.6 14.9 35-9 33.1 
Lloyds ‘ pe ae 25.8 727.6 646.2 22.0 22.4 $2.3 29:5 
Midland ce 2-4 28.1 861.0 760.1* 13.5 13.2 $5.9 33-3 
National Provincial 19 0 18.0 521.1 473-3 10.9 10.5 27.3 24.4 
Westminster os 28.6 18.6 541.8 501.5 217.6 13.6 27-3 25.4 
Coutts 3 , 2.0 2.0 37.2 34-4 3.4 1.2 1.4 I.3 
Glyn, Mills .. an 1.9 1.9 53. 9 59.9 5.5 4.8 Ay 2.4 
Martins se ~ 8.0 7.9 180.7 167.3 5.9 o.9 7.3 5.¢ 
District : ei 6.0 6.0 158 146.0 3.6 2.3 0.3 5-3 
National , oi ay 3.9 49.4 44.5 0.3 0.1 Tt T 
Williams Deacon's .. 2.9 2.9 74-3 70.4 2.4 2.6 5.0 5.90 
¢{ Not shown separately. * Comparative Balance Sheet. 
CLEARING BANK MAIN EARNINGS ASSETS 
(£ millions) 
Investments Advances 
1943 1942 Change 1943 1942 Change 
Barclays 216.4 200.5 + 9.9 161.0 169.2 — 8.2 
Lloyds 215.8 193.6 + 22.2 112.8 120.4 — 7.€ 
Midland .. P 228.7 235.2 — 6.5 158.6 158.9 — 0.3 
National Provincial 132.0 143.9 — 11.9 108.7 104.8 + 3-9 
Westminster 163.9 154.0 + 9.9 94.1 109.6 — 15.5 
Coutts 14.9 13-4 + 1.5 8.3 Ie — 0O.4 
Glyn Mills 20.5 20.6 — o.1 10.4 10.4 - 
Martins 56.1 57.0 0.9 29.7 29.2 + 0.5 
District os 56.3 52.8 + 3-5 22.8 24.2 — 1.4 
Williams Deacon’s 25.1 23.0 2.1 12.1 23.3 + oO. 
National 22.0 18.5 3-5 14.6 ae — 1.1 
CLEARING BANK LIQUID ASSETS 
(£ millions) 
Cash in Hand Money at Call Discounts TB. 
1943 1942 1943 1942 1943 1942 1943 194 
Barclays .. ‘ca 84.9 75.4 21.9 20.0 24.4 38.3 291.0 151.5 
Lloyds a aid 76.8 69.2 24.2 21.1 29-9 47-3 225.0 155-! 
Midland ai 91.4 80.6 33-1 25.8 33-09 34.7 291.0 201.0 
National Provincial 57.1 $2.2 19.4 16.5 17.4 30.3 108.5 111. 
Westminster = 52.7 50.2 14.8 22.5 6.7 21.5 194.0 124. 
Coutts ws “s 3.8 3-4 4.8 3.0 1.5 1.6 4:0 4-5 
Glyn, Mills -. 2 6.4 8.3 11.3 I.I 3:2 6.5 8. 
Martins ea ‘8 19.3 17.3 5.0 5.2 8.5 7.6 58.0 40.5 
District a ae 17.0 17.1 0.4 4-6 8.1 I1.o 40.5 30.¢ 
National .. A 6.2 6.0 8.4 6.5 0.8 0.9 0.5 0.5 
Williams Deacon’s 7-4 7.5 4-0 5-9 ‘4 4:3 22.4 17.5 
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While there has, of course, been a marked accentuation in the liquidity of 
the assets structure on the year, it is surprising to find more than one of the 
bank chairmen quoting liquid assets ratios of over 55 per cent., arrived at by 
the inclusion of “‘ cheques and balances.’’ It would surely be agreed that there 
is a fundamental difference between really liquid assets such as Treasury bills 
and T.D.R., which represent cash at one remove, and items in course, which 
can never be realized by any bank individually (unless customers should 
suddenly cease to draw on their accounts) and would not in any case produce 
an extra pound of cash for the system as a whole. 

The usual tables are appended, showing the movement in the various 
balance sheet items by individual banks. It may be mentioned that the 
consolidated balance sheet of the Midland for the first time shows a dk posits 
total of over £1,000 millions. Barclays continue their rapid wartime expansion. 
in his statement to shareholders, Mr. Beckett explains that the somewhat 
smaller proportionate increase in the case of the ~ "a than of other 
members of the Big Five “‘ may be ascribed to the fact that Westminster Bank 
is a comparatively late-comer in some districts where war proc luction is most 
intensive.’”’ On the assets side, the chief variation between individual banks 
is to be seen in the investm nts item, Lloyds and Westminster among the 
3ig Five showing an actual decrease on the year. Contrary to the general 
trend, the National Provincial shows a slight rise in advances. 

Once again, each of the three large discount houses shows an appreciable 
increase in its balance-sheet total. In view of this expansion in resources, 
and of the general similarity in money market conditions between 1942 and 
1943, it isnot easy to account for the slight reduction in profits shown by the 
Union Discount and the quite sharp decline shown by Alexanders, though 
there has, of course, been a slight narrowing of the margin between short 


bond yields and the cost of bond money. 


DISCOUNT MARKET ACCOUNTS 


Profits Deposits, etc. Investments Bills, etc.* Rediscount: 

1943 1942 1943 1942 1943 1942 1943 1942 1943 1942 

£’000 = f’000 fm. {m. {m. £m. £m. {m. £m. fm. 

Alexanders .. 94.2 167.2 53-3 48.8 20.7 19.8 34.1 30.4 1.6 £33 
National -. 196.6 192.4 72.6 63.0 18.9 14.8 54-1 48.7 4-1 4.3 
Union os 226.8 266.4 114.6 98.5 23.3 19.3 93.0 81.3 3.9 6.3 


* Excluding rediscounts. 


Che National Discount has decided to capitalize £576,667 out of reserve and 
to apply this in paying up one-half of the uncalled liability on the “ B ”’ shares, 
thus reducing the uncalled capital to £2 10/- pershare. After this operation, 
the reserve will be £1,000,000 against a paid-up capital of {1,576,607. The 
reduction of the uncalled liability was saideoaua by the Stock Exchi inge, 
having a favourable effect not only on the quotation of the ‘“‘ B” shares in 
question but on all partly-paid banking shares. The Union Discount have 
transferred to reserve £300,000 from profits and {£700,000 from reserve for 
contingencies, raising the general reserve to £2,000,000. 
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Sterling Bloc Cohesion ? 
By Paul Bareau 


N most discussions of the post-war currency problem, the cohesion of the 

sterling bloc is a factor which is taken for granted. It is usually assumed 

that in tackling the great and complicated tasks of monetary reconstruction 
and stabilization, the difficulties will be gr satly eased by introducing into 
the multiple equation of exchanges the s lid and stable element represented 
by the sterling area. I[t is desirable that this assumption should receive rather 
more critical analysis than has hitherto been given to it and that the premises 
on which it is based should be questioned. If they survive that questioning, 
well and good—the assumption can then be made with all the greater 
confidence. 

It takes more than a common name to keep currencies stable in terms of one 
another ; it takes even more than free convertibility between them to achieve 
that objective. The values of sterling area currencies, as of any others, are 
ultimately determined by the varying rage oi and economic policies of the 
many Governments concerned. Though changes in rates have taken place 
even in peacetime, free convertibility should normally ensure that these policies, 
though initiated largely by autonomous authorities, keep more or less in step. 
But this does not hold good under present abnormal conditions, which have 
paralyzed the whole corrective mechanism of convertibility. Trade between 
the sterling countries, and between them and the rest of the world, is n> Jonger 
conditioned by price diiferentials, relative costs or the distribution of available 
exchange resources of the buyers. The pattern of trade is for the time being 
dictated by strategic considerations, by the availability of materials and 
transport, and by priorities which have nothing in common with the normal 
criteria of international commerce. 

The disequilibria in balances of international payments arising from this 
abnormal moulding of foreign trade find their counterpart in the accumulation 





of credits in one or more of the countries concerned—in practice, in the accumu- 
lation of abnormal sterling auaaes in “pene by the various other sterling 
countries. As long as these two sets of abnormalities obtain—those deter- 


mining the pattern of external trade and those relating to the settlement of 
the payments between these countries—so long will it be possible for the gravest 
maladjustments in their costs and price structure to endure and grow while 
all the appearances of stability are duly preserved. The readiness of sterling 
yuntries to allow their surpluses to pile up as virtu lly blocked balances in 
London has made possible a wide measure of disparity between the fixed 
xchange rates of the currencies in qu — and thei ir economic parities. 

This possibility is made all the greater by the fact that the underlying 


ictors now influencing the value of all currencies are so potent and disturbing 
ind because each of the countries concerned is tackling its war financial 
problems with so little reference to a uniform sterling area plan. This diversity 
f financial policy is enhanced by the intrusion of a factor which never before 


in the history of the world has operated with quite the force which it wields 
today, namely the enormous scale—absolutely and relatively—of expenditure 
f Governments in the territory of others, over whose budgetary pohcy the 


no 
ste 
col 
cri 
eX] 
col 
is 
the 
in 
in 
im 
or 


bef 
tion 
its | 
he 
the 
pull 
pos. 
den 
con 


an ; 
cost 








Se See CD 


wm 








“STER LIN G BLOC ‘COHESIO N a 7, 


°ND 
Tings) 


spending Government has no control. The fiscal machinery of India and of 
the Middle East countries, for example, have continued: to function largely 
at the dictation of the direct income and expenditure of the domestic Govern- 
ments concerned. They have taken little or no cognisance of the fact that the 
expenditure of Allied Governments in their countries has, in some cases, 
exceeded their own expenditure. There has been no real attempt to mop up 
by loans or taxation the purchasing power created by this extraneously con- 
trolled expenditure. This expenditure, moreover, has to a large extent repre- 
sented the export of materials. In other words, its inflationary effect has been 
two-fold, since it has been ignored by the local fiscal machine and since it has 
diminished the volume of goods available for local consumption. 

That substantial divergences in prices and costs structures within the 
sterling area wane have arisen under these circumstances is not surprising. 








The measurement of these departures from the “norm” set by movements 
in Great Britain is more than usually difficult in times of war. Owing to 
rationing, shortages and subsidization of certain basic articles, comparisons 
of index numbers of the cost of living have become even more pre: iat is than 
before. Comparisons of the relative changes in note circulations are a useful 
index, but they ignore the unknown extent to which notes have replaced 
coin which has gone into hoards in India and elsewhei Changes in wage 
rates would probably provide as close an indication of true changes in the 


I 
relative value of currencies as might be desired, but, unfortunately, the 
indices are not available for most of the countries in question. 
of national money incomes are even rarer birds. For all 
iortcomings, however, the available statistics have a message 
ie divergencies they show are sufficie aa wide that message 
will drown any reservations which have to be ma‘de in using these diverse data. 
The measurement of divergencies should, however, take into account 
not merely these direct evidences of changes in the domestic value of various 
sterling currencies, but of changes in the debtor-creditor relationship of the 
countries concerned. The countries which may show up best by one sct of 
criteria are more than likely to show up worst by the other. Indeed, one would 
expect a general tendency for monetary inflation to be greatest in the very 
countries which have most improved their external creditor position. It 
is evident that changes in the capital positic n of the various members of 
the st rling area must be allowed for in assessin 1g the prospec ts of permanence 
in the present mutual exchange relationships of their currencies, since changes 
in exchange ratios may be necessary to bring about the relative changes in 
imports and exports necessary for the eventual liquidation of these balances, 
or the service on them.* 








* The principles involved are quite clear. Assuming that the currencies were in equilibrium 
bef he war and that there had been no change in the capital positioa, then a greater propor- 
tion in d pr s in one country would call for a correspoadiaz d2preciatioa of 
its Cu ‘ > other haid, if one country has mceurred considerable new iad2bted 2¢ess, 
then this would call, other things equal, for some depreciation in its currency in order to induce 
the required increase in its « ‘ports a d contraction in its imports. Where these two factors 
pull in different directions (i.e. where costs have risen 1 steeply in the country whose capital 
position has d orated), then the actual adjustment needed will depend upon elasticities of 
demzrd and supply for imports and exports in the two countries. If the new debt incurred is 
considerable, and the demand for the exports of the borrowing country is highly inelastic, then 
an actual depreciation might be needed in the currency of the borrowing country, even though 
costs and prices had risen considerably more in the country whose capital position had improved. 
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The data for measuring divergencies in changes of prices in seven sterling 
area countries will be found in the following table : 


PERCENTAGE INCREASES FROM SEPTEMBER 1939 TO LATEST INDICATED DATES 


Note Wholesale Cost of 
Circulation Prices Living Wages 

U.K. ira na an be 104f 102 30 36 
(Nov.) (Nov.) (Nov.) (Oct.) 

Eire .. ” rs ) or 75 — 56 — 
(Sept.) (Mav) 

India.. va ais 5 wa 291 306 119 _ 
(Nov.) (May) (June) 

Australia ne oe v Si 228 38 25 24 
(Sept.) (June) (June) (June) 

New Zealand sod i“ i 102 32 10 — 
(Sept.) (June) (June) 

South Africa a 7 oa 132 49 40 os 
(Oct.) (May) (Apr.) 

Egypt ee a wa ‘s 244 141 130 — 
(Aug.) (Apr.) (Apr.) 


1 


tNovember figures taken to avoid the distortion due to the exceptional Christmas demand 


for currency 


Even allowing for the different dates of the latest data, and for the circum- 
spection with which wartime statistics must be viewed, it is clear that the 
figures show no approach to uniformity. The increases in note circulations 
vary from 75 per cent. in the case of Eire to nearly 300 per cent. in India. 
The rise in wholesale prices is also at its greatest in India, an increase of 
306 per cent. on the September 1939 level having been reached last May— 
since when considerable further advance has no doubt occurred. In New 
Zealand, the increase by last May amounted to 32 per cent. only. In cost of 
living figures, New Zealand again makes the best showing with a rise of only 
ro per cent. Egypt had by last April experienced a 130 per cent. increase 
in the cost of living index. Wage indices are available only for the U.K. 
and Australia and their changes show no glaring disparity. 

On the evidence of the published statistics, little danger threatens to the 
parity of the Irish pound. The expansion in the Irish note circulation has 
been rather smaller than that in ours, but this is largely accounted for bv the 
fact that Eire has exported labour to the United Kingdom, harbours no over- 
eas armies and has shared little of the wartime industrial expansion of the 
U.K. As against this slower expansion in the monetary circulation, the index 
number of the cost of living has risen more sharply in Eire than here. This is 
mainly due to the fact that Eire has made no attempt to subsidize basic 
foodstuff prices and thus stabilize the cost of living on a scale comparable 
with that attempted in the United Kingdom. Eire also provides one of the 
few examples of a sterling country, which, while keeping down the amount of 
inflation below the level set in this country, will have considerably improved 
its creditor position. This improvement is in the main the result of the re- 
mittances by temporary emigrants working in the United Kingdom. The net 
sterling assets of the Irish banks and of the Currency Commissions (now the 
Central Bank) have risen from {70,000,000 at the outbreak of the war to 
£130,000,000 in the third quarter of last year. Most of that increase, however, 
r presents arrears in essential industrial imports which will have to be made 
good as soon as conditions permit after the end of the war. Taken all in all, 
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he evidence seems to point conclusively to the maintenance of the existing 
monetary relations between Eire and the U.K. 

The distortion of price structures and in the capital position is seen at its 
worst in the case of India. The increases in the note circulation, wholesale 
prices and cost of living are about treble the comparable movements in Great 
sritain. This considerable measure of inflation has its counterpart in a steadily 
mounting reserve of sterling. Although that reserve has been tapped to the 
tune of no less than {350,000,000 in the repayment of sterling debt, the sterling 
assets of the Reserve Bank have risen since the outbreak of the war by about 
cae On the evidence of the circulation and of price indices, the 
alue of the rupee has undoubtedly been undermined as against that of sterling. 
’n the other hand, the end of the war will find India with no appreciable 
external debt, but, on the contrary, with claims probably nearing the 
£1,000,000,000 mark on Britain. There will thus be a contrary pull on the 
rupee rate and the question is which will prevail, or whether a dead heat is 
likely to result from the contest between them. In assessing these contending 
forces, it may be as well to make some reservations about them. In the first 
place, it is evident that some of the present disparities in price movements 
here and in India are abnormalities. The Indian indices reflect exceptional 
shortages and famine conditions which are likely to disappear. Moreover, the 
Government of India’s anti-inflationary measures are only beginning to take 
shape. On the other hand, the special measures of subsidization which have 
kept the British cost of living down may well disappear or be lessened after 
the war, and it seems probable, despite constant official assertions to the con- 
trary, that the cost of living in this country will settle down after the war at 
a level appreciably higher than that indicated by the present index. On the 
question of prices and costs, therefore, the disparity between British and 
Indian experience may not prove so wide as present data suggest. But that a 
disparity will remain seems a fairly safe assumption to make 

On the capital side of the picture, it should be realized that a substantial 
part of the sterling debt being accumulated in favour of India will have to be 
funded after the war. The impact of this factor on the exchange market will 
have to be spread over many years. Moreover, much of that debt re presents 
leeway in essential imports into India that will have to be made good after 
the end of the war. The influence of this factor will be mainly focused on 
the exchange rate between Great Britain and India. The effect of the dis- 
proportionate rise in Indian prices and costs. on the other hand, will make 
itself felt on the whole range of Indian exchange rates, since it must influence 
the trade between India and countries with which India’s capital relations 
have remained unchanged. To sum up, it would appear on balance that, 
barring a violent deflation in India after the war, the pull of economic forces 
will be towards some depreciation of the rupee. Fortunately, there is a modest 
margin with which to play, namely the difference between the present rate 
of Is. 6d. and traditional rate of 1s. 4d. One cannot be dogmatic on the 
subject at this stage ; but after the war there may be a fair case for a slight 
depreciation of the rupee, thus killing two birds with one stone: an over- 
valuation of the currency due to the relative rise in Indian prices, and all the 
political venom which has accumulated around the Is. 4d. ratio controversy. 

The other instances of currency and price distortions comparable with 


Vv 
( 








80 THE BANKER 





those which have occurred in India are to be found in the Middle East and 
Egypt. In relation to that of sterling the purchasing power of the Egyptian 
currency has undoubtedly fallen considerably. But here again, the disparity 
is partly abnormal and due to the pressure on the Egyptian price level of the 
expe nditure of Allied armies and to the consequently increased competition 
for a severely restricted volume of consumer goods. That abnormality is 
beginning to wane and should disappear before long. Whatever remains of it 
after the end of the war should to some extent be neutralized by the changes 
which have occurred in Egypt’s de —_ position. The external public debt is 
being repaid, while the National Bank of Foy tt had by last August accumulated 
sterling resources to the amount of £F.83 He 0,000. QOn this evidence, there 
seems to be little cause for anticipating the need for an alteration in the —- 
piastre exchange rate after the war, though Egypt may for some time rem< 

an expensive country for tourists, especially in relation to other Mediterranean 
countries, where the tendency may well be for the currency to be undervalued 
in the exchange markets. 

As for the three Dominions included in the above table, the evidence in 
favour of continued exchange stability with the mother country ts most 
reassuring. There has been a much steeper increase in the note circulation in 
Australia than here, but this must be connected with the presence in the 
Australian zone of a relatively large number of overseas troops. Price moye- 


ments have resisted this monetary expansion with commendable rigidity 


» Zealand’s experience has at all points been more stable than our own, 
ee it must not be forgotten that this Dominion began we war with a rather 
exiguous exchange positien and with a cost structure slightly out of line with 
that of other sterling countries. In pr words, the riatbeoatn trend of 
wartime indices will have corrected a previous disparity and not necessarily 
created a new one. South Africa’s experience in currency and price changes 
has kept fairly close to that of the U.K. On capital account the three 
Dominions have improved their position, but not on a scale that involves a 
threat to exchange stability. Australia’s sterling reserve by the middle of 
last August amounted to £66,000,000, which is rather more than the normal 
pre-war figure, but well within the margins within which the Commonwealth's 
external exchange reserves should fluctuate. New Zealand be; an the war 
with net overseas assets of about {7,000,000 and had raised the total to 
{28,000,000 by July of this year. This last figure is in no way excessive, 
bearing in mind the size of New Zealand’s overseas long-term debt and the 
inevitable fluctuations to which the balance of payments of a primary pro- 
ducing countrv is liable. So far as South Africa is concerned, it is true that 
for some months past the rs serve Bank has held more British Treasury bills 
than was its wont, but the total has only risen to {13,000,000 and thus hardly 
figures as a factor in the ex wr position. 

Summing up the argument, it can be said that, subject to certain reserva- 
tions about India, va prospr cts for continued exchange stability within the 
sterling bloc are favourable 














The Structure of the National Debt 
By E. Victor Morgan 


HE two outstanding features about the finance of the present war are 

the low level of interest rates in general and the great difference between 

short term and long term rates. For at least sixty years before the last 
war, the averages of three months’ discount rate and of the yield on Consols 
moved very closely together. During and immediately after the war, both 
rose very sharply, and almost exactly to the same extent. In the nineteen 
twenties, however, short rates fell considerably more than long ones; this 
gap grew wider after 1932 and has persisted ever since. We thus entered 
this war with a long-term rate almost exactly equal to that of the beginning 
of the last war, but a discount rate only a quarter of the rgr4 level. Finally, 
by contrast with the sharp rise in rates during the last war, short-term rates 
have risen barely a quarter per cent. since 1939, and long-term rates have 
hardly risen at all. 

The explanation of these movements lies partly in the field of monetary 
policy, and partly in changes in holders’ scales of preference between different 
types of security, especially in the increased desire for liquidity brought 
about by the political and economic uncertainties of recent years. But these 
explanations, even jointly, are hardly sufficient, and a tiaed and at least 
equally important one is to be found in the magnitude and composition of the 
national debt. 

There has been a great increase during the past thirty years in t 
portion which the debt bears to the total value of private property. In 1913, 
it has been estimated, private holdings of both British and foreign government 
securities formed less than 10 per cent. of the total private property of the 
country. For the average of 1932-4, the corresponding figure was over a 
quarter.* We cannot obtain comparable up-to-date figures, but we can make 
a fairly good guess. In 1932-4 private property, other than government 
securities, was estimated at £16,190 millions. Let us assume investment of 
{1,800 millions for 1933 to 1938, and disinvestment of £800 millions from 
1939 to 1942. The resulting figure would need to be raised by at least twenty- 
five per cent. to cover the rise in prices, giving a total of approximately {22,500 
millions. Adding to this the nominal value of the debt at the end of the last 
financial year, we get roughly £38,000 millions for the total value of private 
property, of which the debt its« if forms just over forty per cent. This guess 
we will not even dignify it with the name of estimate—is obviously liable to 
considerable error, but we can safely say that the debt is fast approaching, 
and by the end of the war may well exceed half the total private property of 
the country. 

The composition of the national debt has also changed greatly. During 
the last war there was extensive long-term borrowing, together with a great 
increase in the floating debt. Following the recommendations of the Cunliffe 
Committee, however, much of this Boating debt was converted into lone-term 
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* H. Campion, ‘ Public and Private Property in Great Britain,’ p. 65. 
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loans in the immediate post-war years. The following figures will illustrate 
this. 
COMPOSITION OF THE NATIONAL DEBT 


1913-1925 
Percentages 


Financial Floating of Floating 
Year Total Debt Debt Other Debt Debt to Total 
{m. gm. fm. " 
1913-4 oe ae oe 649.8 13.0 630.8 2 
1918-9 oe im ive 6070.1 1338.9 4731.2 22 
1924-5 ee eo. ee 6470.2 742.2 5734-0 11.5 


A feature of the non-floating debt in the post-war years was the lack of any 
considerable proportion of short- and medium-term securities. It thus appears 
that the proportion of long-term government securities to the total of private 
property was rapidly increasing just at the time when the public was growing 
less and less desirous of holding this particular type of asset. 

During the later nineteen-thirties, the relative amount of the short-term 
debt again increased slightly, but at the beginning of the war only 18 per 
cent. of the total debt was repayable within a year, while over 71 per cent. 
was not repayable for ten years or more. 

A somewhat more detailed analysis has been carried out for the war period, 
and the results are shown below. 

COMPOSITION OF THE NATIONAL DEBT AT THE END OF THE FINANCIAL YEARS 
1938-9 AND 1942-37} 


Date of Increase of 

Repayment 1938-9 1942-3 1942-3 over 1938-9 

Value % of Value ° of Vaios %, of 

fm. beep al £m Total £m. Total 

Under 1 year es 3305.3 a 5578.2 35-9 4272.9 51.4 

to 5 years ic 452.8 6.2 182 28.0 11.8 1375-2 16.5 

5 to Io years ‘7 4.2 1421.8 9.1 1115.1 13-4 

Over 10 years - 5152.1 7t.5 6627.6 42.6 1445.2 17.4 
+ The purpose of this table is to show the earliest date at which the holder of a security can 
be sure of repayment at par. Hence, when the holder has an option, the security is treated as 
repayable on the earlies date at which that option can be exercised. When thé option is with 
the Government, however, a security is not considered as repayable until the /ates date possible. 


Tuaus, for example, Tax Reserve Certificates are classed as ‘‘ Under 1 year,’’ and 3} per cent. 
War Loan (1952 or after) as ‘‘ Over 10 years.” 





These figures are based on the official returns. Large amounts of long- and 
medium-term securities are, of course, held by banks and savings banks 
against their liabilities to depositors. The position of the general public, who 
may be regarded as the ultimate holders of these securities, is thus more liquid 
even than the figures suggest. 

From this it would seem that rates of interest have been kept down, first 
and foremost, by the simple expedient of giving the public what it wanted. 
The public wanted liquidity, pe an enormous amount of new liquid assets 
has been created. There has also been a significant increase in medium-term 
securities of from one to ten years, but the amount of long-term borrowing 
has been comparatively small. The result, as we have seen, is that long-term 
rates have h re lly risen at all, while, so avid has been the demand for liquid 
assets, that discount rate has risen by barely a quarter per cent. This per- 
sistence of the gap between short- and long-term rates in the face of so great 
a change in the composition of the national debt is a measure of how greatly 
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the urge for liquidity has increased. In view of the fact that so many people 
and institutions will be anxious to spend at least a part of their wartime 
savings as soon as possible, this is perhaps not surprising. 

Recent events have shown clearly enough the power of the Government 
to influence rates of interest in general, and especially short-term rates, through 
its monetary policy. There is no evidence, however, that it has any great 
power over the relative rates for different types of security, other than that 
which results from its own borrowing. In this respect, the Government may 
be likened to a monopolist producer, who can control either the price or the 

uutput of his various lines, but not both. The funding operations of the 
1ineteen-twenties were largely responsible for npr up long-term rates, 
ind for the failure of the subsequent cheap money policy to bring them down 
below 3} per cent. in spite of the great fall in discount rate. “Gove rnment 
volicy thus disturbed the long-standing close relationship between the two 
ates, and in so doing increased the burden of the national debt, while depriving 
local authorities and private enterprise of much-needed facilities for cheap 
OTTOWINE. 

With a return to more stable conditions in the future we may expect 
me decline in the demand for liquid assets, and a corresponding increase 
n a the demand for long-term securities. The two chief forms of liquid assets 

: bank deposits and short-term government securities. If monetary defla- 
ion is avoided, and there is no great decline in the national income, the volume 
ff bank deposits will probably remain at about the present level. If the 

composition of the debt also remains unchanged, there should, therefore, be a 
rise in short-term and a fall in long-term rates. Such a narrowing of the gap 
between the two would be very desirable. It would impose a temporary burden 
on the Exchequer, as higher short-term rates would have to be paid at once, 
vhile the benefit of lower long-term ones would not be felt for some time; 
but so long as any gap remained, short-term borrowing would still be the 
cheapest possible means of financing the debt. Furthermore, the bringing of 
the two rates into their former close relationship would give the Government, 
through subsequent changes in the composition of the debt, much greater 
control over long-term rates than it has had in the past. 

The implication is that post-war monetary policy should be such as to 
ivoid any upward pressure on interest rates as a whole, and that no attempt 
hould be made to fund any of the present short-term debt at least until long- 
ind short rates have been brought to approximate equality. In this way the 

vurden of the debt would be kept as light as possible, and only thus could 
the Government retain that control, not only of short-term rates but of all 
rates, which will enable both public and private borrowers to be given the 
facilities they will need. 

With the return to more stable conditions, and the consequent passing of 
he present exceptional demand for liquidity, such a policy might well result 

both long- and short-term rates settling down at about 2 or 24 per cent. 
fhis would be only one-half per cent. lower than the rates whic h prevailed 
during a great part of the last century, when opportunities for saving were 
iess, and incentives to invest greater. In the light of the experience of the pre- 
war decade, it certainly does not seem too low. 


Lie 
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Loans for Tax Reserve Certificates 


By Colin Graham 


ROM time to time, official spokesmen have announced in Parliament 


the Government’s desire to discourage borrowing directly or indirectly 
for the purpose of taking up tax reserve certificates. The queStion of 
direct borrowing for this purpose scarcely arises, and could very easily b 


1 


dealt with ifit should. But advances which may indirectly enable the borrower 
to take up more tax reserve certificates than he could if relying entirely on 
his own liquid resources are distinctly more difficult to detect and to supervise 
At the end of 1943, the outstanding issue of tax reserve certificates amounted 


to {646 millions. Whether outstanding bank advances would have been lower 
if this issue had never been placed on sale, and if so by what amount, is 
anybody’s guess. What is perfectly clear from the vast sums subscribed, 
however, is that this issue must have overwhelming attractions for very 
large classes of firms and individuals, despite its low apparent interest rat 
of only 1 per cent. tax free. 

So far as industrial companies are concerned these attractions are not far 
to seek. Since April I, 19440, average borrowings have ranked as capital 
employed in a business for the purpose of calculating, at 8 per cent. or more, 
the extra sum over and above the standard profits which may be earned without 
subjection to E.P.T. The rate of I per cent. per annum tax free on T.R.C 


is equivalent in the case of a company to 2 per cent. in taxable profit, nof 
subject to E.P.T. To the extent of the contra loan account the company is 
permitted to earn another 8 per cent. on such loan, as stated above, again free 
of E.P.T. The charge on the loan, which might be 4 per cent. per annum, will 
go to diminish the taxable profit of the company, which would otherwis: 
have been that much more. Suppose, for example, that £100,000 be held in 
T.R.C. for a year. If a corresponding loan can be carried at 4 per cent. for 
the whole year it saves {8,000 of E.P.T. through the statutory adjustment 
of the profits standard. It does also entail a charge of £4,000 against profits 
for interest (i.e. profit after taxation will be {£2,000 less), but this is offset 
exactly by the efiective revenue from the T.R.C. If the bank advance car 
be vot cheaper, so much the better. 

It is clear, then, that the public has a strong incentive to take up tax 
certificates against borrowed money if it is able to do so. What measures 
if any, can be tal en to preve nt disingenuous customers from arranging banking 
facilities ostensibly for trad going and then using them, at any rate in 
part, to acquire T.R.C. ? ‘The great difficulty that arises in any such super- 
vision is the long interval that may « "es se between the earning of profits and 
the Picgs ent of tax upon them. This applies especially to concerns paying 
| x, Wl officially urged to set aside the appropriate tax, 
as their protits accrue. Consider a company with a capital of, sav, £500,000, 
most of which may well be sunk in premises and plant, and a standard profit 

| 


I 
of £50,000 gross. If under war come itions it earns £350,000 a year gross on a 


vastly increased turnover, it would obviously be wise to reckon that its E.P.T. 
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liability accrues at the rate of £25,000 a month. Indeed, it is a principle of 
excess profits that they are deemed to accrue at an even rate throughout each 
accounting period. 

It would therefore seem that a T.R.C. investment of £25,000 at the end of 
zach month would be quite proper. Before T.R.C. were introduced, the 
iccruing profit kept in the business prior to taxation would have helped the 
company to expand its normal operations without feeling the full strain on 
ts cash resources. A bank advance may well have been avoided on this 
account. But if the taxable portion of revenue (including the whole revenue 
above the ordinary level) is to be put aside into T.R.C. at the rate it accrues,* 
the company’s cash may become inadequate for its heavier trading and 
borrowing becomes essential. From the company’s point of view, the advance 
‘equired is in reality the result of increased business for war purposes (which 
it cannot manage on its pre-war working capital), not the result of buying 
r.R.C. This being so, the directors may well feel that it is quite in order to 
xo to esa company’s banke rs to finance its increased trade, without declaring 
an intention to put away excess profits as they are made. Similar considera- 
tions apply on a smaller scale to businesse s paying vee ation without incurring 
E.P T. liability, for although there is no que stion of establishing an increase 
in “capital employed,” there is still a profit incentive to hold T.R.C. for 
the full term if possible so long as the cost of any borrowing does not exceed 
the gross equivalent of the interest derived from the T.R.C. holding. 

Such is the core of the operation as it is generally seen, and no official 
iunnouncement has been made from which a business man might gather that 
he is in error in thinking on these lines. A profit from items on both sides 
of the balance sheet is so unusual that it naturally attracts. But obviously 
the process cannot be used ad infinitum. The terms of T.R.C. provide that 
they must be tendered in payment of taxes up to two years from the date of 

sue. The period runs to the time when the tax is deemed payable ; so does 
the interest. If not used in the allotted time a Certificate constitutes - 
nterest-free loan to the Treasury, from the date of subscription, repayable a 
the option of holder. It follows that there is an incentive not to go in ‘oe 


1ore T.R.C. at any one time than can be used in the period, as far as can be 
foreseen. Much more important is the — in the terms of issue which says 
that T.R.C. as far as they are accepted for 2s on the profits of a business will 


treated as capiti il empl yyed, as though a y were cash. This is to say —~ 
they will not be treated as investments, which would place them outside the 
‘omputation of capital employed (for businesses other than banking, insurance, 
ind so on), i.e. to the detriment of the profits standard. Surplus cash in a 
business can, of course, be disallowed in the capital computation, like invest- 
ments; but the only inference to be drawn with regard to T.R.C. is that 
they cannot be put in the category of surplus cash so long as they are ultimately 
ised for tax payments, i.e. within the two year 

At once, the question arises whether two years is not too long. The due 
date for E.P.T., for instance, is deemed to be six months after the end of 
he chargeable accounting period in respect of which the tax is payable. 


* This is superficially, at any rate, ia line with the letter and even thie spirit of the Bank of 


sland brochures, which say nothing to prohibit borrowing for the purpose of subscribing to 
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Look at our hypothetical company again. Starting from the opening of an 
annual accounting period it will have put aside more than is necessary with 
18 monthly amounts of £25,000 each, totalling £450,000, before its first assess- 
ment of £300,000 for E.P.T. is deemed payable. In the circumstances, 
a limit of two years seems generous. 

From the point of view of the company director, on the other hand, 
might surely be argued with some plausibility that the Government cannot 
have its tax money in advance of the due date through the medium of T.R.C. 
and at the same time expect the company’s peacetime ‘cash to do for the outside 
wartime job. And what does the bank advance matter, they might urge, the 
interest being a legitimate charge against the high profits? From ‘their limite: d 
point of view, it also may not seem to matter whether the Revenue is raising 

cash to run the war by taking something out of the company’s bank account 
now (when pre-paying accrued tax will cause an overdraft) or later (when the 
account would stand the drain a little better). Distortion of bank credit 
figures does not look like their concern ; which is of course exactly why the 
Treasury has sought to make it the concern of the banks. 

As to the position of the banks, most companies trading on a big scale, 
and a good many others which are “‘ over-trading ’’ by any peacetime criterion, 
already have standing arrangements with their bankers to borrow in case of 
need, on terms which have no reference to T.R.C. whatever. Some arrange- 
ments go on from year to year unused, or only lightly used. In such cases 
particularly, it has never been customary to specify that a line of credit is 
to be available only subject to the bank approving the actual purposes (not 
yet arisen) for which it is proposed to employ any funds borrowed from tim: 
to time. Long experience has taught the banks that a company, through its 
board of directors, can in practice be relied upon to use its resources for the 
purposes of its business, as defined in the Memorandum, and it is usually trusted 
to do so. Technically, there is little to stop a company’s directors arranging 
a big advance, drawing it all in cash and departing for South America. But 
few do so and the banks are used to granting loans, secured or unsecured, 
according to the credit standing of the borrowers, confident that they need 
not impose strict conditions on the application of the money. 

In the light of the Government’s repeatedly expressed desire to prevent 
borrowing for the indirect purchase of tax certificates, the question arises 
whether this practice ought to be modified by a general condition (notified 
to all borrowers) that the Treasury will not approve the acquisition of T.R.C. 
out of borrowed funds, however transitory the lending may be. At present 
it is very easy for a company to take advances within the limits permitted 
by its ban! king arrangements and thereafter buy T.R.C. The latter must of 
course be bought through a banker. But if it were suggested that the latter 
should refuse an application for T.R.C. on the grounds that the customer is 
also a borrower it would have to be said that many concerns have more than 
one banker to go to and neither would know the other’s position. Moreover, 
such a refusal would bring in a dubious distinction between one customer 
with overdraft facilities (whose account may be in credit one day and “ out ’ 
the next) and another with a loan actually running, offset by fluctuating credit 
balances. 

If the Treasury seriously wished to have their views enforced the steps 
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necessary to strengthen the banks’ position would be as follows: (1) Advances 
(secured or not) ought to be granted only against the customers’ written 
assurance that they will not borrow directly or indirectly to finance T.R.C., 
and jor (2) Every application for T.R.C. ought to be coupled with an under- 
taking addressed to the Bank of England that it is not and will not be financed 
directly or indirectly by borrowing from any bank. Neither is very practical 
but the second step is the more logical since it places the onus squarely on 
the applicant. Yet it is difficult to see how the undertaking can be effective 
without legal sanctions to support the Treasury’s view. One obvious alterna- 
tive is an overhaul of the borrowed money rules in E.P.T. legislation. Another 
would be for the Treasury—if it is able—to draft specific Defence Regulations, 
setting out precisely the circumstances in which it is permissible for banks 
to make advances to customers who are actual or prospective holders of tax 
reserve certificates. Since the war began, the banks have given ample evidence, 
in their handling of exchange dealings and in connection with the capital 
issues control, of their willingness to enforce rules drafted in the national 
interest, however radical an alteration in the normal banker-customer relation- 
ship may be entailed. It is quite another matter, however, to expect the banks 
—even as a whole, and still less as individual units—to take the initiative in 
devising a whole new machinery of supervision in order to comply with vague 
vishes formulated without reference to current banking practice and to the 
practical difficulties involved. And it must, further, always be remembered 
that the banks are not the only lenders. 

Let us summarize the present position. If a customer applied to borrow 
for the express purpose of taking up T.R.C. it is quite clear that the proposition 
would be declined. In addition, a business applicant for loans “in case of 
need’ might present a balance sheet so clean that the real purpose of the 
borrowing might be the subject of enquiry. This would be rare. So too would 
be the customer who wanted to borrow as a result of spending all his ready 
cash on T.R.C., for the lack of foresight would be a little too obvious! Other- 
wise, meaning nearly always, the business customer has the whip hand in the 

use of the money he has alre ‘ady borrowed. As far as T.R.C. are concerned, 
as in other matters, there is little doubt that the banks are willing individually 
and collectively to extend their role of watchdog for the Treasury. But in 
this instance they need a little more to bite on. 
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Refugees Leder the Regulations 
By Emil Speyer 
HILE only a small proportion of British subjects are at all concerned 
W with the foreign exchange regulations, these affect nearly every foreign 
national who has come to this country. It is therefore not surprising 
that the regulations deal very extensively with the position of the “ Foreign 
national.”’ 

Before the issue of F.E. 168 on November 13, 1941, refugees as such (as 
distinct from foreign nationals in general) were to some extent dealt with as a 
separate category. Since that time, the term “ refugee ’’ has disappeared from 
the regulations, which now treat of foreign nationals as a whole; but in 
practice it is convenient for many purposes to speak of refugees, who may be 
classilied for purposes of the regulations into the following groups : 

(rt) Those who are resident in the U.K. 

’ Those who were resident in the U.K. but left with destinations 
outside the sterling area before October 22, 1943, when the release 
was announced of certain funds in “ blocked accounts.”’ 

(3) Those who leave the U.K. after October 22. 1943, with destinations 
outside the sterling area. 

(4) Those who left Enemy territory after the outbreak of war but before 
October 22, 1943. 

(5) Those who left Enemy territory after October 22, 1943. 

The position of refugees (as of all foreign nationals) while in the U.K. has 
not been changed by the latest regulations. They are treated as “ resident ’’* 
and have to offer specified currencies and gold for sale to H.M. Treasury, 
while restricted securities must be registered at the Bank of England. If 
special exemption is claimed, reference must be made to the Bank of England ; 
if exemption has been granted previously, it remains unaffected. 

Refugees, like all foreign nationals, who left the U.K. before October 22, 
1943,and whose assets have been dealt with under FE 168 can (provided they 
are not residents in Argentina, Canada, Newfoundland, or Switzerland) apply for 
the release of accounts blocked under Regulation 3C (2B). If funds blocked on 
such accounts had been invested in sterling securities prior to October 22, 
1943, a licence for the sale of these securities may be applied for. If the licence 
is granted, it will indicate the type of non-resident account to which the 
proceeds may be credited. For this purpose also residents in the above- 
mentioned four countries are excluded. 

Refugees and other foreign nationals who leave the U.K. after October 22, 
1943, to take up permanent residence outside the sterling area will be eligible 
for recognition, on application to the Bank of England, as residents of the 
country of destination on arrival in that country. Upon this redesignation 
sterling balances, which the Bank of England has not allowed to be transferred 
abroad, will be blocked under Regulation 3C (2B). Balances thus blocked 
‘an be transferred to a “ blocked sterling account ’”’ (Regulation 3E) in the 
same name after approval by the Bank of England and may then be invested 
in approved securities without reference being made to the Bank of f England. 








* For a full discussion oi wiaat this implies see ‘‘THE BANKER,’’ August 1943, p. 107 
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Apart from this, the same treatment will be given to these foreign nationals, 
from the date of their departure, as is normally accorded to residents of the 
country of destination, i.e., the interest on their sterling sec urities, whether 
pre viously held, or acquired out of “ blocked sterling account ”’ can be trans- 
ferred through the appropriate account, and they will be given permission, 
if appropriate, to open sterling area accounts. If the country of destination 
is the U.S.A. they may also be allowed to open registered accounts, if 
appropriate. 

Certain nationals of enemy-occupied countries and certain enemy nationals 
(i.e. for all practical purposes, refugees) will normally be allowed to transfer to 
the country of destination an amount in sterling out of their own funds, 
equivalent to the amount of gold or specified currency they have surrendered 
to the Treasury, or of U.S.A., Canadian or Argentine securities, acquired by 
the Treasury, under the Regulations. Not included are: (a) nationals of 
foreign occupied countries who were in the U.K. on September 3, 1939, and 
who, under their Home Office permit, are free to take up an occupation in 
the U.K.; (b) those of the same category who have arrived since that date 
to take up an occupation or carry on business in the U.K., and, finally, (c) enemy 
nationals with a Home Office permit to take up an occupation in the U.K. 
On the other hand, nationals of enemy-occupied countries and enemy nationals 
who, while not having Home Office permits to take up an occupation, have 
been allowed to engage in work in the U.K. without losing their transmugrant 
status, are included. As soon as the foreign national has been recognised 
(upon leaving this country) as a non- -resident, sterling securities held by him 
or by his nominee cannot be sold without a licence. Restricted securities 
which have be: > registered as being in his ownership with the Bank of England, 
but not acquired by the Treasury, will normally be released on application to 
the Bank of England. It might be emphasised that the provisions regarding 
securities—both sterling and restricted—hold good for all foreign nationals 
coming under this paragraph, regardless of their Home Office permits. 

Assets held in this country for persons living in enemy or enemy-occupied 
oeatony come within the domain of the Board of Trade, more specially the 
Custodian of Enemy Property and/or the Trading with the Ene ‘my Department. 
It is up to these two bodies to decide when a person ceases to be an enemy. 
This decision will normally be given only in the case of persons who have left 
enemy or enemy-occupied territory because of their being exposed there to 
persecution or oppression on political, racial or religious grounds. It will be 
given to nationals of the Allied nations, to neutrals, and to enemy nationals 
who fulfil the above conditions, but not to an enemy—or neutral—of doubtful 
sympathies, who takes up residence in a neutral country. Once the decision 
that a person has ceased to be an enemy has been given, funds belonging to 
that person—which must have been, in some form or other, under control of 
the Custodian of Enemy Prope tty—should be dealt with as follows : 

If at the time of the release of the funds the pwner is resident in the sterling 
area, the funds may be placed at his disposal on a resident account without 
restriction or prior reference to the Bank of England. 

If at the time of release the owner is resident outside the sterling area, 
or his place of residence is undetermined, the released funds must be credited 
to an account to be blocked under Regulation 3C (2A) and detailed information 
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about the person of the owner and about the account in question must be 
given to the Bank of England. While the account remains blocked under 
3C (2A), any bank which is authorised to do so may approve, without reference 
to the Bank of England, maintenance remittances to the account-holder and 
his family up to a maximum of £15 per head (or £50 per family) per month. 
Upon application, the Bank of England is prepared to consider the redesigna- 
tion of the account in accordance with the account-holder’s new country of 
permanent residence. If redesignation is granted, the existing account will 
remain blocked (with an exception noted below) and the above-mentioned 
limited drawings will cease. In all other respects, the account-holder will 
receive the same treatment as other permanent residents in his country of 
residence. 

If the account-holder has not taken up permanent residence in the 
Argentine, Canada, Newfoundland, or Switzerland, the Bank of England is 
prepared to consider applications for the release of blocked balances. Foreign 
currency accounts which come under regulation 3C (2A) can be drawn upon 
only with special permission by the Bank of England. 

Persons who have left enemy or enemy-occupied territory before October 22, 
1943, have been dealt with, under 3C (2A) on the same lines as indicated 
above, and enjoy the benefits of the decision to release blocked funds. They 
can, always provided they have not taken up residence in the four excepted 
countries, also apply for a licence to sell such ste rling securities (and transfer 
the proceeds through the appropriate non-resident account) as have been 
acquired prior to October 22, 1943, from funds formerly blocked under 3C (2A). 
Finally, i should be stressed that refugees who left this country before 
October 22, 1943, and who are holders of balances, blocked before that date, 
originating from the sources indicated in F.E. 203 (pars. 18-21), are entitled 
to apply for the same treatment as other residents of the countries where they 
have settled down. Here, again, of course, the four countries repeatedly 
mentioned above remain excepted. 





Grading of Bank Staffs ? 
By R. B. Burgess-May 


Fellow of the Institute of Bankers 
N article in the December 1943 issue of THE BANKER, discussing the 
recruitment of banks stafis, suggested that it must be recognized “ that 
there are two kinds of men on the staff,’’ namely, those capable of the 
higher administrative posts and the others. To be given complete recognition, 
this fact would call for certain changes in bank education and organization. 
It is hoped that in the post-war period the Institute of Bankers may inaugurate 
a higher standard of examination, one which in its character will not be 
available to young students but will be accessible only to senior members of 
the Institute. Such an examination should include in the necessary qualifica- 
tions of entrants some practical experience in banking administration and 
require very advanced knowledge in specified subjects. It is to be expected 
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that the Institute of Bankers will provide the means to raise the status of 
its senior members and to create in the banking industry a standard of qualifica- 
tion as high as, if not higher than, that required by the Law Society or the 
recognized accountancy bodies. 

The natural sequel to such a scheme would be for the business of banking 
to prove more attractive to young men having initiative and ambition. Such 
a proposal should be welcomed. It would provide means for determining 
without a doubt the capabilities of those destined to hold responsible posts in 
the banks and also act as an incentive to those blessed with enthusiasm and 
keenness. It is very essential that employers should be able to review the 
progress of those members of their staff who have qualified themselves by 
examination whilst occupying junior positions. They should be able after 
the lapse of a few years to ascertain which employees have shown sufficient 
keenness and interest to treat the earlier examinations as a basis for more 
advanced education and what steps they have taken to achieve higher 
qualifications. 

An interest in the Institute of Industrial Administration and the taking 
of the Diploma Examination of that Institute or of other examinations having 
esse ntially a practical use should be encouraged by the managements of the 
banks and given suitable recognition. The distinction between the average 
man and the man of exceptional ability would thus be determined with greater 
precision than hitherto and this must operate to the benefit of individual and 
institution alike. The ultimate result may well be to create a status of 
‘banker,’ and the high qualifications required would leave this distinction to 
those for whom there would be ample opportunity to occupy, at a compara- 
tively early age, positions of high responsibility at present available only to 
those of long service. Men possessing such qualifications would be required 
to occupy the higher executive positions in the chief offices of the banks, in 
the industrial centres of the provinces and in the main offices covering agri- 
cultural districts. 

The development of the scheme mentioned above clearly implies that a 
division of banking personnel into categories or divisions is to be anticipated 
and that the selection of men to be graduated into the highest division will 
take place at a much earlier age than hitherto. Banking policy and adminis- 
tration can best be organized and controlled if the chief management rests in 
the hands of those who normally are available for a period of twelve years at 
the least and twenty years at the most. Accordingly, the assumption of a 
chief executive post should be made when a man is between the ages of 42 
and 50. This, in itself, means that he must have qualified himself for manage- 
ment or administration before reaching the age of 35 and have steadily pro- 
gressed since that time. The present system places the onus of selection 
larg gely on the management, who must make appointments in the absence of 
compictely adequate knowledge of qualifications. In future, higher banking 
education will place the onus more on the individual, who will be given every 
opportunity to qualify himself and to gain executive experience in his earlier 
years of service. 

[t may therefore be expected that the post-war years will see a great 
deve lopme nt in the policy of staff selection and staff education, and revisions 
in the scale of remuneration to the staff in the three divisions of bank staffs. 
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It must be acknowledged that the progressive scales of salary which now exist 
in most banks, whilst operating most favourably to the majority, react to the 
detriment of the minority. One of the chief criticisms is that the scales extend 
for too long. The more or less guaranteed increment in salary rather harnesses 
an ambitious clerk and gives him comparatively little reward. He is, therefore, 
required to exercise great patience with no certainty of adequate recompense. 
Mention has been made of the three divisions of the staff. There is nothing 
new in this proposal. It has been discussed for many years and, to a limited 
extent, operates in some institutions. Its development along well-formulated 
lines can well be anticipated, particularly as much of branch banking is now 
organized and controlled in such a way that a large percentage of the work 
is entirely of a routine character. The innovation of training schools in the 
banks has added greatly to the scope of this division of labour into categories 
and, further, should prove of great use and value in providing a refresher 
course for those returning to banking work after their demobilization from the 
forces. 

Three categories might be drawn up as follows: Division III would consist 
of new entrants and those engaged on the basis of clerkship in this division 
only. There would be a maximum salary in this section. The division would 
comprise the following : junior clerks, junior machine operators, junior cashiers, 
general office clerks. Division II would consist of special direct entrants 
and promotions by merit and special recommendation from Division III. 
The salary scale would have maximum and minimum figures for each class of 
employee on the scale principle. The division would comprise the following : 
senior cashiers, senior security clerks, clerks performing specialized duties, 
chief clerks and accountants, junior managers, junior administrative officers. 
Finally, Division I would consist of those having the particular qualification 
of the special or diploma examination of the Institute of Bankers already 
mentioned and others who, although not having achieved the diploma, possess 
sufficiently high qualifications in other directions to entitle them to promotion 
to this division. It would comprise the following: senior managers, chiefs 
of departments, senior administrative officers. 

The recruitment of stafi into the third or lowest division could be made 
on a much broader basis than at present, as there is a certain quality of labour 
available which is suitable for the purpose on a lower salary scale. It is in the 
second division that the import. ince of selection would operate, and from 
this division that young bankmen would qualify for consideration to attempt 
the suggested new advanced examination of the Institute of Bankers. It will 
be recollected that a proposal for such an examination has already been 
mentioned and that one of the essential qualifications would be practical ex- 
perience in executive or administrative work. The achievement of success in 
t] lis very advanced and searching examination would qualify for promotion 

into the first division, and it is to be hoped that such a high standard would be 
required, both in practice and in theory, that success would be a worthy achieve- 
nent and fully deserving such promotion. 

There is but little doubt that the standard of banking education in the past 
has been low because it has been possible for young clerks to take the final 
examination at a very early age when, in practice, they have had little oppor- 
tunity to use the knowledge gleaned in their course of study. When the time 
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has come to apply that knowledge it has often been forgotten or has become 
partially out of date. The managements of the banks are fully aware of this 
weakness and the fact that there is at present no suitable test for higher 
qualifications for senior positions. Without a doubt, the usefulness of the 
Institute of Bankers will be considerably increased in post-war years by a 
scheme of this nature which must, by its character, not only enhance the status 
of the Institute but also prove of lasting benefit to the banking industry as a 
whole. 

The years following the 1914-18 conflict witnessed a great deve lopment 
in joint stock banki ing in this country by amalgamations and the great extension 
of the branch system. This enabled the banks to absorb without difficulty 
those members of their staffs who were demobilized from the forces. On this 
occasion, the post-war period is not likely to see development on similar 
lines, as the saturation point, so far as branch banks are concerned, has largely 
been reached. These years, however, will prove extremely difficult in industry 
and the country as a whole, and the necessity for the highest pitch of efficienc 
will be required in every quarter. The efficient administration of banks, as 
in any other undertaking, rests in the development of a policy which is strong 
and determined and which is as healthy in its internal organization as it is in 
its financial structure and public policy. This will require the greatest possible 
skill and imagination on the part of the executive and managements. Such 
an effort can be made successfully only by co-operation on right lines through- 
out the large staffs which are now e mploy ed in the industry. But co-operation 
and loyalty alone cannot win the day; the standard of knowledge and 
specialized education, and the ability to apply these in a practical way, must 
play a deciding part. 





German Banking and its Personnel 


OME valuable information about the infiltration of the German banks 

into occupied and other countries is contained in a ‘“‘ War Vade-mecum ” 

to which brief reference was made in last month’s issue, compiled by the 
Bank Gospodarstwa Krajowego. A special feature of this publication is that 
it enumerates the names of the leading men in the various banks, covering 
both ‘‘ Vorstand”’ and “ Aufsichtsrat.’’ (Perhaps the best equivalent for 
‘“ Vorstand ”’ would be managing directors; the ‘‘ Aufsichtsrat ” is a super- 
visory board which is not identical with the board of directors of a British 
company.) A first impression conveyed by the list of names is that the 
management of the German banks seems to have been left since the outbreak 
of war in almost exactly the same hands as before. It will be shown later, 
however, that as the Vade-mecum does not cover the most recent changes 
it creates a somewhat misleading impression in this r meng as the Nazification 
of the system has been carried somewhat further by a number of appointments 
in recent siete. 

The expansion of the German banks beyond the frontiers of the Germany 
of 1919 has kept step with the conquests made by Hitler Germany. In con- 
sequence of the Anschluss, or, rather, the annexation of Austria, the 
German banks have acquired dominating influence in the Vienna banks 
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The biggest Viennese bank, the Creditanstalt Bankverein, in itself a merger of 
the old Oesterreichische Creditanstalt and the Wiener Bankverein, soon after 
the Anschluss became part of the VIAG concern in Berlin (the Reich’s holding 
company), the Deutsche Bank acquiring at the same time a minority share 
in the Creditanstalt. Since then, however, the position has been reversed, 
the Deutsche Bank now holding the controlling interest in the Creditanstalt- 
Bankverein, being represented on its board by two of its leading members 
(H. Abs and O. Roesler). From the point of view of banking history, the 
control of Creditanstalt-Bankverein just by the Deutsche Bank (if there had 
to be any control at all) is not illogical. The old Creditanstalt was the Roths- 
child Bank, and as such on intimate terms with the Discontogesellschaft of 
Berlin (itself a member of the so-called “‘ Rothschild-Gruppe’”’). The old 
Wiener Bankverein had alwa Lys been up to a point a subsidiary of the Deutsche 
Bank. 

Compared with the Deutsche Bank, the Dresdner Bank is more of a new- 
comer in the Austrian banking world. Its interests in Austria started after 
the crisis of 1931, when the Danatbank was taken over by the Dresdner. 
The Danatbank had a controlling interest in the Mercurbank A.G. in Vienna, 
an institution of little importance compared with such concerns as Creditan- 
stalt or Wiener Bankverein. The Mercur, however, had weathered the storm 
of the banking crisis considerably better than its more widely-known com- 
petitors, and served as a nucleus for the expansion of the Dresdner Bank’s 
Austrian interests. The Laenderbank was merged into the Mercurbank and 
gave its name to the new combine. On the Laenderbank’s ‘‘ Aufsichtsrat ” 
we find, of course, the names of a number of Dresdner Bank men, such as 
C. Goetz, Dr. H. Pilder, Dr. K. Rasche. 

The name of one Viennese private banking firm should also be mentioned, 
viz. E. v. Nicolai and Co. Their name would not appear in a pre-Anschluss 
Banker's Almanac. Up to that time Mr. v. Nicolai was a—successful—manag- 
ing director of the Rheinische Hypothekenbank in Mannheim. After the 
Anschluss, the very important private firm, Merck, Finck and Co., of Munich 
and Ber in, set up Mr. v. Nicolai in Vienna. The new firm took over the 
business of Messrs. S. M. von Rothschild, thus putting an end to one of the 
finest chapters in the history of European private banking. 

Just as in Austria, it was the Deutsche Bank and the Dresdner Bank who 
shared the spoils in Czecho-Slovakian banking. As a result of the formation 
of the so-called Protectorate, the influence of the two Berlin banks in that 
country has become paramount. The Deutsche Bank now controls the 
boehmische Unionbank; the Dresdner Bank controls the Boehmische 
isscompte Bank. It is obvious that in both banks the members of the Vorstand 
as well as the Aufsichtsrat are only to a very limited extent pre-1939 people. 
Generally speaking, it looks as if the names in the Boehmische Escompte 
Bank had a “ purer Nazi ring ’’ than those in ‘the Union-Bank, as far at least 
as the Aufsichtsrat is concerned. The management of the Unionbank, however, 
contains one or two names of people whose Nazi leanings had developed well 
before Hitler’s march into Prague. The Unionbank has been particularly 

ctive in the Germanisation of business interests in Czecho-Slovakia. The 
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German banks, we had no means of bringing them up to date); but it is 
certainly interesting that in 1941 both boards included quite a number of 
members of the landed aristocracy, such as Prince Max Egon zu Fuerstenberg, 
Count Kinsky, Prince v. Thun and Hohenstein, Count Westphalen (Boehmische 
Unionbank), Prince Rohan, Count Wilczeck (Boehmische Escomptebank). 
These names remind us ominously of the immediate pre-Munich weeks. 

It is not surprising that the Vade-mecum should pay particular attention 
to the activities of German banks in Poland. A list is given of the numerous 
direct branch offices opened on Polish territory by the Deutsche Bank and 
the Dresdner Bank. The latter is further interested in the Ostbank A.G. and 
the Commerzial Bank A.G. Other Berlin banks now operating in. Poland are 
the Bank of German Labour (originally the Trade Union Bank) and the 
Deutsche Verkehrskreditbank (the bank of the German railways) and a number 
of other smaller German banks 

In the above list of participations, which is far from being complete, we 
have, of course, dealt only with the more important infiltrations of German 
banks in occupied and overrun countries. As already pointed out, the Vade- 
mecum contains lists with the names of the Vorstand and the Aufsichtsrat 
of nearly all the Berlin banks that matter. In general, it confines itself to 
viving the names as at the end of 1941, though in a number of cases taking 
into account changes effected in the course of 1942. We have, however, been 
able to check up on changes made during 1943. From these changes, in part 
nade only quite recently, it appears that the lists as published in the Vade- 
mecum, no longer give an entirely correct picture in regard to the banks’ 
personnel. It must be admitted that by and large the changes of personnel 
in the Berlin banks since the outbreak of war had been comparatively slight 
ip to 1943. To start with the Reichsbank: its Nazification had been carried 
out a few years before the war, when Schacht was replaced by Funk and 
K. Lange (a star of even lesser magnitude) was made Vice-President. There 
; still a Vice-President, that old Reichsbank hand Puhl, deservedly esteemed 
in the City before 1939. Neutral visitors to the city during the war have 
from time to time mentioned that Puhl has retained some influe nce in the 
Reichsbank ; but one has to remember that the Reichsbank itself is not 
independent. The Reichsbank was independent of the Government only 
luring the years when the Banking Act passed as a result of the Dawes Plan 
was operative—that is, froen 1924 until shortly after the advent of the Nazis. 
it is, for example, well worth remembering that in 1923 the “ Directorium ”’ of 
the Reichsbank and the Zentralausschuss (Central Committe e) against the votes 
‘f two members of the latter (F. v. Mendelssohn of Mendelssohn and Co., and 
Dr. Stern, of Jacob S. H. Stern) vetoed the appointment of Schacht, who then 
was—or anyhow called himself—a Democrat, in favour of Helfterich, the 
Nationalist. The Republican Government, however, appointed Schacht. 
Che fact that the Government has in any case the dominant influence in the 
Keichsbank probably goes a long way to explain the absence of outwardly 
significant changes amongst the members of the “‘ Beirat’’ (Council). The long 
list of names looks surprisingly reactionary. But this Council, like its pre- 
decessor, the old Zentralausschuss, is doubtless o ymnly of decorative importance. 
{t would be interesting to know whether the Council Committee (engerer 
Betrat) is able to exercise any influence. Its majority comprises old members 








96 THE BANKER 











of the banking world, such as Blessing (formerly Reichsbank, now Commissar 
for the Continental Unilever firms), Goetz (Dresdner Bank), Kimmich 
(Deutsche Bank). 

Changes in the Board of the Reichskreditgesellschaft since the outbreak 
of war have been negligible. The majority of the managing directors are not 
typical Party people. The bi ink has probably paid its tribute by appointing 
a holder of the ‘‘ Blutorden ” (bestowed only on Party members who took part 
in the famous march to the Munich Feldherrenhalle in November 1923) to 
be a managing director. But this happened pre-1939. The only management 
change since then was the appointment of deputy members of the Vorstand 
to become ordinary members. The Aufsichtsrat seems to be almost free of old 

-arty people. 

In the Deutsche Bank also, changes made between the outbreak of war 
and 1943 were comparatively few and far between. Up to a few months ago, 
indeed, all the members of the Vorstand were either pre-1939 or old members 
of the bank, since promoted to be members of the Vorsts und. Probably allie 
one of its members was a typical Party man. A little while ago, however, a 
Prof. Hunke—up to the nin the Ministry of Props rganda—was made a manag- 
ing director. He is a ‘‘ Gauwirtschz ftsberater ’ (District adviser on Economic 
affairs) and a “‘ Wehrwirtschaftsfuehrer ’’ (Head of military economic matters), 
which sounds rather ominous. He is also a member of the German Committee 
of the International Chamber of Commerce—for all that this is worth in 
Nazi Germany. The Deutsche Bank’s Aufsichtsrat, as far as appearances 
go, has retained its old flavour, nearly all its members being pre-1939 and 
many pre-1933. The best-known “ Party man” to join the Aufsichtsrat 
of the Deutsche Bank after 1933 (but before 1939) is the Duke of Saxe-Coburg 
and Gotha. He is British born, speaks German with an English accent, was 
educated at Eton and is a grandson of Queen Victoria. 

A few months ago, another ‘‘ Gauwirtschaftsberater ’’ was elected to the 
Aufsichtsrat. At the same time one of the comparatively few Party men in 
the Aufsichtsrat was elected Vice-Chairman of the board. On the other hand, 
it must be admitted that the names of the provincial managers of the Deutsche 
Bank, who just recently were given powers that are about equal to those of 
members of the Vorstand, belong to a different category. Quite a few of them 
are old experienced bank men, far from being politically tadical. 

The only apparent change in the names of the members of the Vorstand 
of the Dresdner Bank since 1939 is the appointment of the four former deputies 
to ordinary members. On the other hand, Party influence amongst the 
members of the Vorstand has probably _— bigger in the Dresdner Bank 
than in the Deutsche Bank ever since 193 The names of Prof. Luer and 
Prof. Meyer appear proof of this and a alee of the other members are 
especially typical opportunists. The Aufsichtsrat had been maintained more 
or less unchanged since 1939 until very recently, when not less than thre 
‘Gauwirtschaftsberater ’’ (Avieny, Schieber, Heuser) were elected to the 
board. 

The Commerzbank, the third on the list of the big Berlin banks, has mad 
a number of changes in its Vorstand, in particular in 1943, but none of any 
political significance. Its chairman, Reinhardt, died a few months ago and 
was replaced by Marx, up to then a member of the Vorstand. Just as is the 
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case of the Dresdner Bank, however, the Commerzbank recently elected three 
‘Gauwirtschaftsberater ”’ to the Aufsichtsrat. 

From the above survey of changes in the leading personnel in the manage- 
ment of the big banks, it would seem—at least judging from appearances— 
that the process of Nazification has been comparatively slow. Only the most 
recent developments brought typical Party people to the fore front on any 
scale. Is one justified, therefore, in looking upon the German banking world 
as some sort of breeding-ground for opposition ? Surely not. The banks in 
general did not feel any particular urge to replace old and experienced men 
by others who had more or less nothing to their credit than the fact that they 
had a “‘low Party number,” but they never resisted pressure exercised by 
the Party, always adopting a more or less opportunist line when such pressure 
was exercised. 

From the point of view of the Allies, a number of lessons will have to be 
drawn, not only from the development in the German banks since 1933, but 
from the nature of their traditional structure and business activities. The 
German banks are closely connected with industry. Hardly any expansion 
can occur in the industrial field without financial assistance from or at least 
with the knowledge of the banks. They have therefore had a very clear 
insight into what was going on in the way of rearmament since 1933. The 
Allies will obviously need to keep very close contact with, if not a watch on, 
the German banks after the war. In order to put this into effect, it seems 
advisable that Allied financial interests should take a share in the capital of 
the big German joint stock banks. The London banks have still considerable 
claims against German banks under the Standstill Agreement, claims whose 
payme nt. in cash by Germany is doubtful, to say the least. It might be 
suggested that when the capital of the German banks is reconstructed—and a 
reconstruction will in all probability be necessary after the war—the British 
banks might take shares in the German banks in part-payment of their claims. 
Their shareholding would entitle them to be represented on the board of the 
German banks.* In consequence, they would have a constant survey over 
practically everything of importance going on inside Germany. 

There is one further point: The centralization of banking in Berlin, the 
gradual disappearance of independent provincial banks, is the counterpart of 
the concentration of political power in Berlin. If, as is to be expected after 
the war, far-going decentralization of the Reich is to be carried out in order 
“5 break the over-powering political influence of Prussia, it will be only logical 

at the same time the big Berlin banks are split up regionally. There cannot 
“ey any doubt that the Deutsche Bank had something quite different in mind 
when a little while ago, as mentioned, it bestowed exceptional powers upon 
the leading members of its most important branches. Unconsciously, how- 
ever, in this way a step in the right direction has been taken. In connection 
with this step, we have already hinted that amongst these personalities in 
the Provinces we find one or two people whom, on the strength of their past, 
one would not mind seeing at the head of any new re >zional banks. 








*Of course their representatives would not have to confine themse bet to attendances at one 
or two board meetings each year (the ‘‘ Aufsichtsrat ’’ of the Germin banks hz urdly meets more 
than twice a cana They would have to be members of the so-called Credit Committee, which 
would enable them to keep really in contact with the business. 
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International Banking 


Neutral Gold Reserves 
[):: RING the early part of the war it looked as though the neutrals would 


have a lean time and that the experience of 1g14-18—during which 

period they succeeded in amassing very substantial gold reserves— 
would not repeat itself. Blockade, mobilization, flight of capital for fear of 
German invasion, and various other factors resulted in depressed trade con- 
ditions in most neutral countries. During more recent war years, however, 
the situation has undergone a fundamental change in favour of the neutrals. 
Practically all of them have been able to increase materially their gold reserves. 
The increase in the Swiss National Bank’s gold reserve was due only in small 
part to the trade balance. For the most part it was the result of the conversion 
of foreign exchange reserves into gold reserves, and to the repatriation of 
Swiss refugee funds from the United States. The Swedish Riksbank, too, 
converted its dollars into gold, and also benefit: -d by the turn in the tide of 
refugee funds when the deterioration of Germany’s military prospects removed 
the likelihood of an invasion. 

The Bank of Spain has succeeded in accumulating a fair amount of gold, 
‘ven though much of the Spanish export surplus has assumed the form of 
blocked sterling balances. Recently the Spanish Institute of Foreign Exchange 
made arrangements for the repayment of another instalment of pre-civil war 
debts to this country, bringing the total to 70 per cent. Portugal, too, has 
more gold and foreign exchange than she can use in the near future; hence 
the efforts to assume poss« ssion of compé anies owned by foreign investors. 

The Argentine is one of the principal beneficiaries of this world war. Her 
export surplus has ‘eel sien materially year after year, and this has 
enabled her to accumulate a very considerable gold reserve. Until recently 
much of this reserve has been held in the United States, but owing to the 
strained diplomatic relations following on the change of regime the gold has 
been withdrawn to Buenos Ayres. The Argentine also possesses very large 
blocked sterling balances. 

In a recent statement, the Turkish Prime Minister declared that the 
Turkish National Bank has so consolidated its position that it could redeem 
its notes in circulation with gold and still have a sufficient gold reserve. 


China 


Negotiations between the Chungking Government and British and American 
quarters have been going on for some time concerning the future of the Chinese 
currency stabilization board. The board was established in 1941, before the 
outbreak of the war in the Pacific, and according to a recent statement by a 
Chinese Government spokesman had successfully played the role for which its 
establishment was intended. As changed circumstances had considerably 
narrowed down its scope of activity, and restricted the extent of the further 
— which it could render, the Chinese Government for some time had 
een considering the termination of the original agreement. At the same time, 
the Government spokesman denied that the total liquidation of the Board 
was envisaged. 
On the occasion of a luncheon at which the Chinese Mission was entertained 
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at the Mansion House, Dr. Wang Shih-Chieh, head of the Mission, stated that 
in her industrialization and economic rehabilitation China will need both 
capital and technical assistance from Great Britain and other Western Allies. 
The Lord Mayor declared that the City would not be found wanting in co- 


yperation, when the time comes, in the work of restoring China’s economy. 


France 
The Caisse Centrale pour la France Libre has been transferred from London 
to Algiers. It has now a representative in London to ensure contact. Its 
name has been changed to Caisse pour la France d’Outremer, and its statutes 
have been thoroughly revised. The original plan of substituting the Caisse for 
the banks of issue operating in French North Africa and West Africa has been 


ibandoned. 

Arrangements have recently been made with the French Committee of 
National Liberation whereby moneys due to United Kingdom creditors which 
have been paid to the French authorities by residents in Algeria, Corsica, 
Syria and the Lebanon, and any parts of the French Empire other than 
French Indo-China, will be transferred to the Board of Trade. Similarly, 
noneys due to residents of the above-mentioned territories paid to the 
Custodian of Enemy Property will be transferred to the French authorities. 
Subject to exchange control regulations, any sums still outstanding may 
now be paid direct to the creditors on each side. So far as bank balances, 


reinstatement or release may now be made in favour of residents in French 
overseas territories other than Indo-China. If, however, those concerned 
carry on business also in France, release can only be effected in respect of 
businesses carried on in non-enemy territories. 





THE FINANCIAL NEWS though im short supply can still be purchased 


daily up and down the country. Should any difficulty arise write to the 


Publisher at 20, Bishopseate, E.C.2, and he will guarantee to supply vou. 








Hire Purchase Finance & Service 


For MACHINERY, PLANT, MOTOR VEHICLES, etc. 









The highly specialised services of Mercantile Credit Co, Ltd. are supple- 
mental to those of the Banks and financially supported by the Banks in 
generous measure. Bankers may unhesitatingly recommend Mercantile 
Credit services to their clients for those occasions when hire purchase is 
required and may properly and conveniently be used for the purpose of 
their business by those engaged in the war effort and essential services. 


MERCANTILE CREDIT CO. LTD. 

EAST INDIA HOUSE, 208a REGENT STREET, LONDON, W.! 

Telegraphic Address. Subsidise, Wesdo, London Telephone Regent 0741 (8 lines) 

Mai Branches at CARDIFF, COVENTRY, GLASGOW, LEEDS, MANCHESTER, EXETER 
and NEWBURY, 





? . 
Please write 


or telephone 
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Correspondence 


Foreign Investments and the Law 


THE BANKER” 

S1r,—In his article published in the November issue, Dr. F. A. Mann 
makes several interesting suggestions, but unfortunately does not give the 
happiest example of past precedents for proposed improvements. He quotes 
the German Potash Syndicate’s Loan, and the security arrangement charac- 
teristic for it, and mentions the Article 281 of the Treaty of Versailles by which 
Germany renounced the right to plead immunity in connection with inter- 
national trade. I doubt whether anybody would consider past experiences 
with Germany as a pattern for the future, though the suggestion of renouncing 
immunity by foreign States may not be a bad one in itself. But difficulties 
may arise if a State has taken over all national economy. 

Also I very much doubt whether central banks of debtor countries are 
the right institutions to set up funds in creditor countries for security of 
claims connected with investments. That could rather be the task of special 
State banks created by Treasuries. The Export Import Bank in U.S.A. 
not the right example for it, but may I mention the National Economic Bank 
of Poland, for example, which is a State-owned institution created for the 
purpose of reconstruction of the country after the last war. It intervened 
successfully in many cases, giving guarantees on behalf of Polish debtors for 
the security of foreign investors. 

Most interesting are the author’s remarks about private international law 
as a remedy for creating a sounder security in international business relations, 
but I would suggest not only to have a private international law within the 
limits of common law in this country or national legislations elsewhere, but a 
real international private law agreed by collaborating countries Thus the 
transactions of a Stabilization Fund as suggested in the White P lan would fall 
under this part of private international law which I propose to call international 
economic law. Similarly, it is suggested that the proposed Reconstruction 
Bank should undertake such business as issuing its own international currency 
and debentures, making loans, and so on. “All these activities without a 
common international legal machinery would be half-way stopped or carried 
out insufficiently. The necessity of a convention between countries on inter- 
national economic law becomes peppencrn I do not refer to problems of 
international public law, (like, e.g., exchange control), which belong to < 
different sphere from intemal private law 


To THE EDITOR OF 


I am, Sir, etc., 
K. ALEXANDROWICZ 
27 Albemarle Street, 
London. 


(Our contributor writes: I am pleased to see that Mr. Alexandrowicz 
agrees with me on the necessity for reform of the law relating to foreign invest- 
ments. In this short reply it is even more difficult than in my short article to 
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deal with the complicated problems involved. It must suffice to say that, 
while I agree that the German default is probably one of the most flagrant 
in history, the attempts to deal with it do contain useful legal material, however 
ineffective they have proved in practice. The reform may be carried through 
in any one of three ways: (I) Reform of municipal law of Great Britain (and 
this, being the relatively easiest method, was primarily discussed in my 
article) ; (2 2) partial unification of the various systems of municipal law—a 
method which for many reasons is not very promising ; and (3) the develop- 
ment of an effective public international law, including an international law 
of contracts. This, I believe, is the ideal solution. The way leading to it, 
however, is by no means a straight or short one.) 


Post-War Hire Purchase 


To THE EpiTor oF “‘ THE BANKER” 


Str,—The article on ‘‘ War Savings and Post-War Purchasing,” by Mr. 
Richard B. Hurton (THE BANKER, January 1944) calls for some comments as 
to the place of Hire Purchase during the immediate post-war period. 

The difficulties for the Chi ncellor of the Exchequer to curb inflation in 
the transition period after the war will be enormous. £2,125,000,000 will be 
in the hands of the small savers. Something drastic has to be done to release 
this vast amount in stages as consumption goods (durable ones and others) 
become gradually available. From the psychological and political point of 
view it will be a tremendous and unpopular task to see that common sense 
prevails when perhaps irresponsible elements will use the slogan “‘ hand out 
the per ’’ for their own sinister political ends. The high purchasing power 
pressing on a sellers’ market will drive up prices and make for inflation if 
strong counter-measures are not taken, as, for instance, the retention of 
certain controls like rationing for a considerable time, combined with a speedy 
return to peace production and a very far-sighted education of the public. 
To introduce Hire Purchase prematurely and do away with the restrictions 
which limit it now would mean that a still greater demand for consumption 
goods would be superimposed on a tight market, even in cases where no ready 
cash is available. 

This points to the need for H.P. finance to bide its time. It will come to the 
fore after the transitionary period, when the shops are well stocked again and 
manufacturers have to look round again for an expansion of their home-market. 

I am, Sir, etc., 
WALTER FLIESS. 
London, N.W.4. 

January II, 1944. 

(Our Contributor writes: Surely the problems for the economists which 
Mr. Fliess refers to are unaffected by my suggestion, which was simply that 
hire-purchase be substituted for (and not added to) the spending of savings 
in transactions wherein the goods form a proper basis for hire-purchase, 

. long-lasting articles and equipment, in order that people might keep a 
ton tion of their savings whilst paying for their needs. Your correspondent 
has, however, raised the question of retaining the present restrictions upon 
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hire-purchase trading. May I say a word on this? There will be many, 
many thousands, notably those in the armed forces and full-time civil defence, 
who have not enjoyed wartime incomes on a scale which permitted saving, 
Indeed, many have been forced partly to live on capital. Some of these will 
doubtless feel entitled to use hire-purchase in re-habilitating their homes 
when they resume their ordinary occupation and can see a steady future for 
themselves. My opinion is that the retention of the present 12 and 24 months’ 
limits on domestic articles, according to the class, will create a state of affairs 
wherein those I have mentioned will still be unable to buy certain equipment 
(e.g. suites of furniture, pianos, refrigerators)and therefore to enjoy the same 
post-war standards as the others who were engaged upon lucrative war work, 
but who have loyally saved what they could. Even under rationing this 
would hold true. No one wants to see a revival of competition in length of 
term, but this very important matter of fairness to the men and women referred 
to must not be overlooked.) 





P . tt o 

ublications Received 

Can We Afford It ? by Oscar Hobson (King and Staples, price 5/-). 
Covering the period from mid-1942 to mid-1943, Mr. Hobson’s latest collection 
of articles makes even better reading than its predecessors, for that particular 
period was exceptionally fruitful of economic discussion. It saw in particular 
the publication of the international currency plans, the Beveridge report, 
some archiepiscopal pronouncements on money and banking and a whole 
host of pamphlets on post-war reconstruction. Through this conglomeration 
of sense and nonsense, Mr. Hobson proves once again an infallible and often 
entertaining guide. His material this time includes four contributions to 
The Spectator as well as a selection from the famous: News Chronicle City 
articles, and the individual items have been grouped under general headings, 
such as ‘‘ Saving and Spending ”’ or “‘ Banking and Credit.’’ On this occasion, 
too, we are given the additional luxury of a preface indicating some of the 
main strands in the author’s economic philosophy. One such thread is “ an 
unrepentant belief in commercial competition and the profit motive ”’ ; 
another that monopoly, whether public or private, necessarily contains the 
seeds of corruption; yet another that ‘“ though everyone pays lip service 
to the doctrines underlying the Atlantic Charter, our business community 
is still largely under the influence of the opposite ideas of restrictionism, 
protectionism and nationalism.” Finally, “‘the most important thread of 
all—that constructive policy—making for the future does not consist in 
planning as to which individual or group of individuals (whether dictators or 
Government departments or trade associations) shall decide who is to produce 
(or consume) what and where and how and in what quantity. It consists in 
planning how best to provide the environment—of law, education, health 
and social services, transport, etc.—in which the creative economic impulses 
of the members of the community will be most freely released.” 


Planning for Abundance—(National Peace Council, price 1s.) Taken as 
a whole, this is a useful contribution to post-war discussion. Whether or not 
one agrees with their prognosis, economists of the stature of Mr. Kaidor, 
Mrs. Robinson and Mr. Schuhmacher can be relied upon for correct economic 
diagnosis. One is a little more dubious of the contribution by Mr. A. A Evans 
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on the “‘ Problem of Differing Living Standards.”’ Having very briefly ex- 
plained the principle of comparative costs (though without showing how 
differences in living standards are taken out in the rate of exchange), this 
writer poses the question why people do fear the competition of gocds produced 
under !ow standards abroad. The shortest form of the correct answer is the 
one word ignorance ; the principle of comparative costs is simply not under- 
stor d by the general public, including politicians. Mr. Evans, however, drags 
in the question of unemployment and thus is able to produce a qui ification 
which applies logically to imports of any kind regardless of the standard of 
living of the country of origin. 


Appointments and Retirements 


Clydesdale Bank—Mr. Clarence T. A. Sadd, C.B.E., J.P., D.L., a director 
and: chief of executive of the Midland Bank, has been elected to a seat on the 
board, and Mr. Herbert A. Astbury has retired from the directorate. 

Lloyds Bank—Major Egbert Cadbury, D.S.C., D.F.C., of Oakleigh, Leigh 
Woods, Bristol, has been elected to a seat on the board. Head Office, Chief 
Accountant's Department : Mr. F. G. Coles to be chief cashier in succession to 
Mr. A. L. Shearer, who has retired. Chief Inspector’s Department: Mr. L. W. S. 
Aplin, from 31 Fenchurch Street, E.C., to be an inspector. Secretary’s Depart- 
ment: Mr. W. G. Ireland to be chief clerk. 

Martins Bank—Head age : Mr. R. J. Lees has been appointed an Inspector. 
London District Office: Mr. J. Servant, from Head Office, has been appointed 
an inspector. N.E. pie General Management : Mr. M. Conacher, assistant 
district manager, has been appointed district general manager in succession 
to Mr. E. T. Nicholson, who has retired. Mr. D. O. Maxwell, from Lombard 
Street Office, London, has been appointed assistant district manager. Lombard 
Street Office : Mr. L. G. Tunnah, from London District Office, has been ap- 
pointed an assistant ennai: 

Midland Bank—New Director : Commander Sir Charles Craven, Bt., 
O.B.E., R.N., has been elected to a seat at the Board and at the Board of the 
Midland Bank Executor and Trustee Company. 

National Bank of Scotland—Arbroath Branch : Mr. J. B. Soppit, assistant 
agent, has retired. Mr. M. J. N. Ireland, of the Inspectors’ Department, 
Head Office, has been appointed joint agent in association with the present 
agents, Mr. Adam Oliver and Mr. J. A. Oliver. 

North of Scotland — Mr. Clarence T. A. Sadd, C.B.E., J.P., D.L., 
a director and chief of executive of the Midland Bank, has been elected to a 
seat at the board and Mr. Herbert A. Astbury has retired from the directorate 
Head Office: Mr. John M. Heggie, an inspector of branches, has b2en appointed 
staff manager. Mr. Hugh Rennie, an inspector of branches, has been appointed 
assistant trustee manager. Mr. John J. Gordon, an assistant inspector of 
branches, has been promoted to be an inspector of branches, with authority 
to sign for the Agents of the Bank and for the Managers at E dinburgh, Glasgow, 
and London. West End Branch, London: Mr: Arnold Jones, who has been 
associated with Mr. William A. Stephen in the management of West End 
Branch, London, having retired, the branch is under the charge of Mr. Stephen, 
the remaining manager. 
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LIABILITIES 
Capital: £ 
Authorized: 7,500,000 Shares of £4 each . é ‘ ‘ £30,000,000 
3,000,000 Shares of £l each . ‘ ° ‘ 3,000,000 
— 
70,990 Shares of £4 each, £1 paid. ‘ ‘ ° e . 7,070,990 
2,249,167 Shares of £1 each, fully paid, esnent into stock . ‘i ° 2,249,167 
9,320,157 
Reserve . . , e . ° 9,320,157 
Current, Deposit and other fuses, iecheding | ares for 
Contingencies . £532.711,089 
Balances in account with Subsidiary Companies . : - 9,078,267 
541,789,356 
Notes in circulation in the Isle of Man : , ‘ ° ° “ ‘ 17,127 
Acceptances, Endorsements, and other Engagements on account of Customers ‘ 17,811 .477 
Protit and Loss Balance, as annexed . ° e e e ° ° e e 933,821 
R. E. BECKETT) CHARLES LIDRURY, Chief General Manager - 
M. N. HOGG - Directors £579,192,095 
ALDENHAM } C. GREGORY, Chies Accountant = 
| Dr. PROFIT AND 
£ 
To Interim Dividend of 9 per cent (/ess Income Tax) on the £4 Shares paid in August /ast 318,195 
»» Interim Dividend of 6} per cent (/ess Income Tax) on the Stock paid in August last . 70,286 
» Bank Premises Reinstatement and Rebuilcing Account ° 250,000 
» Officers’ Pension Fund , ‘ : . ; . ° 300,000 
» Further Dividend of 9 per cent (/est Income Tax) making 18 per 
cent for the year on the £4 Shares (£1 paid up) ° £318,195 
» Further Dividend of 6} per cent (/ess Income Tax) making 12% 
ger cent tor the year on the Stock ‘ ‘ ‘ ° 70.286 
»» Balance carried forward ‘ i e ° ‘ ‘ ° 535,340 
_-_-— 933,821 


£1,872,202 











: e Bank of England. We have aiso verified the Securities held 





explanations we have required, anc 
a true and correct view of the state 
nd as shown by the Books of the Bank. 






explanations @iven to u 





TURQUAND, YOUNGS, McAULIFFE & CO. 
KEMP, CHATTERIS & bo Chartered 
PRICE, WATE 





RHOUSE & CO Accountants 
STEAD, TAYLOR & STEAD 


















AUDITORS’ REPORT TO THE MEMBERS OF WESTMINSTER BANK LTD 


We have examined the above Balance ‘Sheet and compared :t with the Books at Lothbury, Lombard Street, 
oe Threadneedle Street. and with the Certified Returns received from the Branches. 

cash in hand and Bills Discounted at Lothbury. Lombard Street, and Threadneedle Street. and the Cash at 
nst Morev at Call and Short Notice, 
Treasury Deposit Receipts, and the Investments ot the Bank. We have obtained alli the intormation and 
in our opinion the Balance §S iect is proper.y drawn up so as to exhivit 
the Bank’s affairs, according to ti.e best of our miormation anu we 


We have veritied the 


Auditors London, \3th January 1944. 





| WESTMINSTER BANK LIMITED 


| 3lst December 1943 


ASSETS 


Coin, Bank Notes, and Balances with the Bank of England . . . 52,741,562 


Balances with, and Cheques in course of collection on, other Banks in enn Britain 
and Ireland ; ; ‘ ° ° ° e ° ° ° ° 27,230,407 


Money at call and short notice. ‘ ° ° ° . . ° ° ° 14,817,590 
Bills Discounted ° P ° . ‘ ° ° ‘ ‘ 6,719,013 
Treasury Deposit Receipts ‘ ° ° s ° ° ° ° 194,090,000 


lnvesuments at, or below, Market Value: £ 
Secures of, or guaranteed by, the British Government 
(ot which £1,412,805 nominal is lodged for Public 
Accounts and tor the Note Issue in the Isle o! Man) 162,158,420 
Dominion Governmen: and Erinsh Corporation Securities 
and other Investments (There is a contingent tsability for 
uncalled Capita: in respect of a portion of these Investments) 1,761,658 
—_—— 163,920,078 


Advances to Customers and othe: Accounts ; ‘ 93,760,734 


' 
Balances in Account with Subsidiary Companies = 299,748 
— — 94,060,482 





Liability of Customers for Acceptances, Endorsements, and other Engagements, as 
per contra ° ‘ . . . . . . . 17,811,477 


aares in Subsidiary Companies (at cost, Jess amounts written off): 





Westminster Foreign Kank Limited: Pi 


8,000 £20 Shares, tuily paid } 
92,000 £20 Shares, £10 paid J . ‘ 1,080,000 
Ulster Bank Limited 
200,000 £15 Shares, £5 paid F > P ; - ° 1,912,500 
remem 2,992.500 


Bank and other Premises (at cosi, /ess amounts written off) . ‘ é 4,898,986 


£579, 192,095 








LOSS ACCOUNT ce. 





£ 
By Balance brought torward from 31st December, 1942 P P P ° ‘ e 524,487 


» Profit tor the year, after providing for Rebate and Taxation, and after appropriations to 
the credit of Contingency Accounts, out of which accounts full provision for Bad 
and Doubiful Debits has been made . e e ° ° ° . ° ° 1,347,815 








£1,872,302 





STATEMENT PURSUANT TO THE COMPANIES ACT 1929 


Directors’ Remuneration, :nciuding Income Tax, and Fees paid to them by Subsidiary Companies, amounted 
its of the Subsidiary Companies tor the year as have been 
uded tn the Profit and Loss account above. The undivided balances of the profits 
es have been carried forward in the accounts of those Companies. The Auditors’ 
report on Westminster Foreign Bank I ‘in lited contains th following quali fication: ‘No information is avail able 
| in respect of the accounts of th. Branches, all of which are in enemy territory or deemed enemy territory. 
| Consequently the Balance Sheet o that Company does not contain a complete summary of its Assets and 
' 
‘ 





to £33,588. Such of the aggregate 
declared in dividends ar 


of the Subsidiary Compa 














Liv bilities as at 30th September, 1943. 

R. E. BECKETT ) CHARLES LIDBURY, Chief General Manager 
M.N. HOGG + Directors 

ALDENHAM ) C. GREGORY, Chief Accountant 


London, 13th January 1944. 











BARCLAYS BANK 
LIMITED 


RECORD HIGH LEVEL OF FIGURES 
POST-WAR PROBLEMS 


‘A FERTILIZING STREAM OF CREDIT” 


MR. EDWIN FISHER’S VIEWS 





HE forty-ninth ordinary general meeting 
of Barclays Bank Limited was he!d on 
January 24 at the Head Office, 54, 


Lombard Street, London, E.( 





procecdings at / annual en 1 meeting 
should be restricted to formal business, and 
nstead of my usual address, I am accordingly 
sendil to ockhold 5, with tl I rt and 
accounts, a few mat ( the position and 
progress of the bank duri tl t year 


Before I pass to our vn affairs I would 
wish to exy s on behalf of this bank the 
sense of gricf which we all feel at the death 
of Mr. Keginald McKenna, who held the 
position of chairman of the Midlard Bank 
for many years with such distinction. Through 
the sudden death of Sir John Caulcutt in April 
last we have lost one of the most able bankers 
of the day His ime will live long in our 


memories, and I, for my own part, have lost 
a friend who counted for much in my daily 


ii fe We also record with d ep regret the 
death in October of Sir James lortescue 
Vlannery, Bt 

It gave much pleasure and tisfaction to 
learn that the honour of a baronetcy had been 
conferrrd upon our deputy chairman, Sir 
William Macnamara Goodenough, in the 1943 
New Year Honours. In May last he was 
appointed to succeed Sir John Caulcutt as 
chairman of Barclays Bank Dominion, 
Colonial and Overse: Mr. Walter Osborne 
Stevenson has been electcd a vi chairman 
of tl { k and Si lohn De d He fall 


ti our We t Yor shure local 
s Kinnaird, 


M.C., a local director at Pall Mall East, have 





We record with s« \ it me our iast 
port w issucd to stocki ad > a turther 
2 membe ol ti Stali have t thei live 
iti vice of the try n 
i 2 latal ¢ uail I tl Wal < 
ada ol there are ne { reportcad « misslg 
and I » KNOWN to be prisone ol wa 
Following the notice of m there is a 





notice given of an Extra ary General 


Meeting to be held on Wednesday, lebruary 9, 
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1044. The purpose of this meeting is t 
sanction an alteration in our Articles of 
Association so as to permit of the appointment 
of an additional deputy chairman of the bank 


ITEMS IN THE ACCOUNTS 


Our current, deposit, and other accounts 
at December 31, 1943, attained the record 

h level of £822,499,871, compared with 
£720,976,569 at the close of 1942 e 
aggregate figures of the 11 London cleari 
banks, so far as they are available for com 
parison, show that this movement conforms 
in a general wav with that for the banks as a 
whole, but stockhold will be interested to 
know that our own bank has again somewhat 
enlarged its proportionate share of the tot 
increase. 











In each month during the past three years 
the number of current accounts in our books 
has grown substantially, and the rate of grow 
I gaincd momentum from one year to 
next This movement is spread throug 
the country with an evenness which is qu 
, and the large and c 
advance in the number of banking accounts 
must, in the ag Zregate, repres ntanappreciat 
economy of time and effort to the busin 
community and the private individual. 








Our cash in hand and with the Bank of En 
and; balances with other British banks and 
i ues in course of collection; money at 
and short notice ; bills discounted, and 
ak posit receipts have risen to a total 
£458,109,009, which represents a proportior 
of 55.69 per cent. of our current, deposit, and 
other accounts. Treasury deposit receipt 
which have increased during the year f 
£191,500,000 to £291,000,000, have become tl 
largest of our assets, as it has been evident for 
some time that they would. The rise in our 
investments, excluding those in subsidiary 





banks, from £206,450,854 to {210,391,709 w 


smaller than in the previous 12 months 
Advances have undergone a further reduction 
from £109,213,319 to £160,970,408, but not 
withstandin is contraction in the most 1 
munerative outlet for the employment of our 
funds, the larger resources at our disposal have 
helped us to show an increase in our profit fo 
the year. 


PROFIT AND DIVIDENDS 





The net profit of the bank for the year ended 


December 31 last, after payment of all charg 





and after making provision for all bad 
and doubtful debts and for contingenci 
amounted to £1,584,113 11s. 5d., which com 
pares with the figure of {1,529,743 17s. 7d. f 
1942. As will be seen from the report, tl 
directors have allocated from the _ profit 
{250,000 to contingency account and £250,00% 








to premises reserve account (for deferred re 
pairs and reinstatement). Interim dividends at 
the same rates as in 1942 were paid on August « 
last. The directors now recommend the pay 
ment of final dividends of 5 per cent., making 
10 per cent. for the year, on the “‘A”’ stock 
and 7 per cent., making 14 per cent. for the 








£ 





> 


, ? } 


year, on the ‘‘B”’ stock and ‘‘C”’ stock, less 
income-tax in each case. 


The debt we owe for the untiring devotion 
of the staff has not become less, and an ex- 
pression of our gratitude to them will be pro- 
poscd at the meeting. Stockholders may be 
interested to learn of the extension of the 
ban] cheme of awards for the educ of 
sons of members of the perm 
staf d pensioners of this bank, of B 


Bank (Dcminion, Colonial and Overs 
. . 




















be I cons di cd ior the be ent ot th ir 
dau c . ds, which up to t present 
ha\ n confined to St. Fd ras: 3 ool 
Oxford, are w available at about 20 schools 
up < dd n the country 
NEED FOR INTERNATIONAL 
COLLABORATION 

As our belief in ultimate victory has been 
gredually transformtd from a doggcd act of 
fait to a well-founded conviction, thoughts 
have turned more ard more urgently towards 
the termath and the problems which will 
follov It is well that this shou'd be so, for 
events d ot wait plans. It seems now 
to | widely recogni that without inter- 
nati 1 collaboration we cannot look forward 
W fide to the future I no inter- 
nat ca be € ( d to d ni 
than provide conditions favoura to the 
fruitful development of inte yal relation- 
ships 


©Qur purpose must be to achieve and main- 
tain maximum efficiency in every department 
of national life Full employment, which is 
our declared policy and ardent desire, can be 


ue sense only by this means, 





for ef ill-< ied is but one p in advance 
of 1 tort at all and can do very little to 
further the objects upon which our hopes are 








T i m ‘ to fT Che 5 

may lhe oked i 1 the composition of our 
ce-sheet I need scarcely say that our 

anl In Col any 1 tl othe British 

i v edd full weight to the forces 








e-over, tor the period fou 

be dcminated by scarcity, emphasized by 
he latent dcmand which will then spring to 
life For this reason we must anticipate a 
measure of control, with the exercise of 
priorities, until the whole machine adjusts itself 





to the new conditions. But no one will want 
to sce the continuance of any control which 
has outlived its purpose, for although there 
must always be safeguards to protect the in- 
terests of the State and of the community, the 
very same interests are best served by giving 
full rein to those priceless assets, individuality 
and enterprise, whicl fl 





1 can flourish only in an 
atmosphere of freedom. 


OVERSEAS MARKETS 


Situated as we are, our d2pendence on im 
ports cannot be denicd, and imports have to 


be paid for by exports Taus, even after 
l 





miking allowance for the increased productive 
power which has been generated at home 
during the impelling war years, we most build 

erseas trade if we are to restore, let 





up our a 
alone improve, our standard of living Not 
forgetting that, under the stimulus of war 


conditions, secor.diry industries have been 





developed an g 
countries, be 
ever conscious of the fact that in world 


markets both our merchandise and our services 
miy be rigour of 
comp f 
the w 
man 





is the deficienci arising out 0 
mide good and the more p 


future em 2rges. 





Therefore, let us set our face against avoid 
able rigidity in all its forms and adopt as a 


ruiding principle the best possible use of our 


£ 


1" : 


skill and resources, aim’d at the utmo)ds 
economic production of goods and services. 
fertilizing sti 
to the n 
natural place in the general scheme of this 
national endeavour, and we also look for such 
adjustment in taxation as can be made to ease 
the attainment of the required goal. 


\ 


im of credit, cheap and adequate 


eds of commerce and industry, has a 








EFFICIENCY THE ULTIMATE OBJECT 
Although it is possible to consider the post- 
war period in two phases, the first, the period 
of transition, is bound to merge so gradual 
into the second as to render the dividing line 
indistinguishable. Therefore, throughout the 
whole period we must keep the ultimate objec- 
tive of efficiency in every sphere well in mind. 
But it is not enough merely t 

in a dynamic world we must maintain it, 











pressing lorwa d in 
new m l 

lor this reason that 
consciousness in this country of the funda 





yme the rising 





mental importance of research. 


Our future 
not upon ourselves 
standing amongst the 
our industry, our inve! 
business sense would not suffice to restore our 


; to increase it, nor, indeed, 


depends upon ourselves. But 
, for, without under- 


1 
alone 





itions, our diligence, 


prosperity, much I 
would other nations find themselves in bett 
as Therefore we must 
the construction of an international order, 
bringing to the task untiring sympathy, 
patience, and perseverance, through which 
alone there can be raised a structure of endur 


devote ourselves to 








ing quailit 
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DISTRICT BANK 
LIMITED 


PREPARING FOR PEACE 
REHABILITATION OF EXPORT 
INDUSTRIES 


SIR R. NOTON BARCLAY ON THE 
OUTLOOK 
HE One Hundred and Fourteenth Annual 
General Meeting of the District Bank 
Limited was held on January 28 at the 
head office, Spring Gardens, Manchester. 


The following is the statement by the Chair- 
man, Sir R. Noton Barclay, circulated with 
the report and accounts 

Since last year’s meeting the board have 
elected Sir Samuel Turner to succeed the late 
Mr. Francis J. Dickens as deputy-chairman, 
and I am indeed grateful to have Sir Samuel's 
support. for, as you know, his experience is 
very wide and varied I am also pleased to 
welcome the Right Hon. the Earl of Crawford 
and Balcarres as a member of the board 

With a deep sense of loss I have to record a 
crowing list of war casualties amongst mem- 
bers of the staff. Since hostilities commenced 
the total of those wh» have lost their lives has 
now reached 43, nine are missing, and 22 
are known to be prisoners of war. We honour 
these gailant men and tender sincerest sym- 

ithy to their families, who are now called 
upon to bear so grievous a burden of trouble. 
During the past year more of our men have 


been reward-d for bravery in action, and for 


conspicuous servi On behalf us all, I 
desire to express our congratulations to them 
and also say that we look forward to welcoming 


g 
our stail | K again 


STAFF’S LOYAL SERVICE 


The fourth year of war has presented more 


difficulties as regards the maintenance of 
essential banking services. In twelve months 
of planning we have been much pre-occupicd 


with the urgent need for the release of man- 


power 
we have also endeavoured to continue serving 


our customers with maximum efficiency. 


Vhile accomplishing this, however, 








That tl icy has brought its reward is 
clearly indicated by the trend of our business, 
which in war, as in ce, steadily expands 
Not tl t 1 tant f in this con- 
xion h I the loval s xf our much 
reduced permanent l ind t inftla I 
efforts of ¢ ¢ ) 3 In pat 
ticular | d m th \ s of the 
many retired m f the staff who hay 
sO WII \ a \ l d | 1 ind 
1ereby rad lt depleted 
ranks of out eriences ) lo the 
iff, in acknowledgment of excellent service 
d of ( t dant result the board for 
the second year in succession hav een pleased 


to approve the payment of a bonus, which was 
distributed in December. 


THE YEAR’S FIGURES 


In terms of earnings, our progress is marked 
by an increase of £12,595 in net profit as 
compared with the previous year. An examina- 
tion of the accompanying accounts shows that 
total earnings, after provision for all bad and 
doubtful debts, for taxation and for con- 
tingencies, amounted to £434,344. Adding 
£318,018 brought forward from 1942, we have 
a total of £752,362 for disposal. From the 
report it will be seen allocations of £100,000 
and £60,000 have been made to pensions and 
annuities fund and bank property account re- 
spectively, whilst the payment of our usual 
dividend again absorbs £259,673, leaving a 
balance of £332,690 to be carried forward to 
the 1944 account 

At £158,371,000 our deposits are over 
£12,000,000 up on the previous December. As 
a counterpart our assets have increased but 
show some divergence in their distribution, 
primarily resulting trom the financing ol 
budgetary deficits and also the continuance of 
direct Government finance in purchasing 
essential materials. In such matters the 
initiative has not remained with us and the out- 
come has been a sharp increase of {10,500,000 
in Treasury Deposit Keceipts, whilst advances 


have fallen further to £22,777,000. 


PRESENT AND FUTURE PROBLEMS 


The war has brought extraordinary develop- 
ments in economic and political conditions, 
and further far-reaching changes are likely 
before hostilities cease and a post-war order is 
established. Nevertheless, while prosecuting 
the war to the utmost, it is, of course, essential 
to prepare tor peace I should, therefore, like 
to express an opiuon on certain important 
ah ad. 

Monetary Policy.—The welfare of mankind 
will largely depend on progressive economi 
expansion permitting full employment and 
maximum consumption whilst controlling the 
sequence of booms and depressions. In this, 
success will be limited by the degree of mone- 
tary expansion that can be allowed without 
adverse inflationary consequences, and the 
problem secms best approached by world 
agreement and co-operation within the broad 
outline of the much discussed proposals foi 
an international monetary mechanism. 


problems which li 





NATIONAL EXPENDITURE 


Turning from more general aspects of mone 
tary planning to specific problems as they may 
affect this country, it seems that urgent atten 
tion will have to be given to the growing 
assumption that if we can spend without limit 
during wartime we can continue to spend 
lavishly afterwards in satisfying innumerable 
demands. Admittedly, to meet an emergency 
a nation may spend well ahead of income, but 
cannot continue such overspending indefinitely. 
It must not be overlooked that sooner or later 
war debts have to be paid. These considera- 





tions should not, however, lead to drastic cur- 
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tailment of expenditure such as resulted in pre- 
cipitating calamitous depression after the last 
war. 

On the other hand, whilst avoiding foolish 
optimism, we should continue to spend freely 
on economic reconstruction and development. 
This implies carefully controlled expenditure 
and priorities until supplies become normal ; 
indeed these are requisite conditions for a 
regulated development which alone will ensure 
a sufficiency of the necessities of life and pro- 
gressive social improvement. 


EXPORT TRADE AND SCIENTIFIC 
RESEARCH 


In planning for our future it should, from 
the outset, be appreciated that the hoped for 
development will mean larger imports of raw 
materials and foodstuffs. Also that wartime 
losses of overseas investments will necessitate 
increased exports to ] for these essential 
supplies. It is vital, therefore, that the re- 
habilitation of our export industries must be 
in the forefront of any reconstruction pro- 
gramme 

The world’s urgent ne¢ 
sion of purchasing power, coupled with maxi- 
mum production at minimum cost. Profiting 
by wartime experience in production and 
distribution, our future contribution should 
not be by way of cheap labour but through 
first-class organization and equipment In- 
dustrial concentration and mobility of labour 
will also play their parts, but a proper and 
full measure of scientific research is equally 
essential. It is again the war which has en- 
abled us to appreciate more fully the value 
of the scientist, and the opportunity should 
be taken to widen the future scope of his 
activity in industry. 

That adequate scientific expression cannot 
be achieved without adequate finance is a 
matter which the Government should recognize, 
aud should provide incentive by a generous 
attitude towards progressive technical ex- 
periment and _ research Furthermore, in- 
dustry can itself help by exploring the possi- 
bilities of collective research where this is 
beyond the reach of individual concerns. 

POST-WAR CONTROLS 


Economic problems cannot well be con- 
sidered without some reference to the future 
course of the many Government controls now 
so familiar. The apparent prosperity which at 
present prevails whilst these are widely im- 
posed is no doubt largely responsible for in- 
creasing pressure for their continuance. 

Although some control will be essential in 
the immediate post-war period, nevertheless 
it is well to remember that, under war-time 
limitations of supply and abnormal demand, 
such apparent prosperity can scarcely be re- 
garded as a reliable criterion as to the results 
of control on a return to peacetime conditions. 
It was under free exchange and more normal 
trading that successful commercial enterprise 
was built up, and which inter alia enabled us 
to develop a banking system that has success- 
fully withstood the shocks of world wars and 
of depressions. 








d will be the expan- 
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What is this fetish called “ balance 
of payments ” which economists talk 
about so eloquently and at such length 
as to bemuse our understanding ? 

Individuals of all nationalities sell 
what they have where they can but are 
free to buy what they can afford where 
they like. If they are wise and are 
able they buy and sell for gold—the 
primitive universal form of money. 
By so doing they avoid the pitfalls 
of exchange differences and the fraudu- 
lent manipulation of currencies by 
unscrupulous governments. They also 
secure a wide: sphere of operation. 

Russia, through Professor Varga, 
has stated bluntly that she has no use 
for any international bank or currency 
stabilization fund but is insistent that 
the one thing needful is that the Soviet 
Union’s trade with the rest of the 
world should be done on the basis of 
a fixed value gold currency which 
cannot be tampered with. 

To that all sane governments will | 
say “Amen.” ‘This pamphlet points 
out practical methods of endorsing 
such a policy. 

In India famine has constrained the 
government there to resort to the one | 
and only effective antidote to inflation 
—a gold currency. Egypt and Iraq 
have also adopted the same solution, | 
with happy results, and sooner or 
later our authorities here will be forced 
by the logic of events to fall into line. 
An ounce of practice is worth a ton 
of talk. 










LLOYDS BANK 
LIMITED 


INCREASED RESOURCES AND EARNING 
POWER 


PROBLEMS FOR THE FUTURE 
TABLISHMENT OF EXPORT 
TRADE 


LORD WARDINGTON’S VIEWS 


HE Annual General Meeting of Lloyds 
3 Limited was held on January 23, 
“a he head office, 7 Lombard Street, 


Lor.don, E.( 

The following is the statement by the Chair- 
man, the Right Hon. Lord Wardington, circu- 
lated with the report and acccunts :— 


RE-ES 





My lords, ledies, and gentlimen,—lI am cir- 
culating my address to the members in advance 





of the general meeting to be held on January 
28, thus following the proccdure of the last two 
years 

I have again to deplore the loss through 
death of two of our colleagues. Sir Guy Granet 
cined our board in 1927 a1-d was held in the 


j 
highest regard ar.d affection by us all The 
practical common sense, derived from long ex- 
perience, which he brought to bear on all! ques- 
t liberations, 


aid courageous out- 


ions, was of great service in our d 





while his hi h principle 
look made Lim a most valuable colleague a1.d 
frie: d. 

Tue same may be sa qual truth in 
rogaid to Loid Luke, who dicd last February. 
Not only hed he the advantage of long ex- 
perience at the head of a great business, but his 
wide sympathies and connexion with so many 
charitable mode his name known 


wherever suff ; were experienced, 








objects 





TING ald line 


and his death will be deplorcd by all 

Since our last annual general meeting we 
have hed pleasure in electing the Kight Hon. 
Lod Luke of Pavenham, D.L., a son of our 
lat director, and Major [Egbert Cadbury, 
D.S.C., D.}.C., to seats on our board. : 








The story which our balan sheet has to 
tell for the year 1943 is simply another 
chapter of the ale it has had to recount 
| each of the ul l d t inftiu i 
c deficit borrowing | t r iry ou 
aeposits 1 contimucd t iru Lidl trend at 
avout thes at ad the 1ole Ol OU ddl 
tional resour: has directly to the pro 
m on olt \ i tintl form ot exteicad 
creat to the Gove Luus the rise ol 
£52, »,000 1 our ¢ its is more than 
halancid by the increase of ,000,000 in 
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Treasury Deposit Receipts and {18,000,000 12 
our gilt-cdgcd investments, whilst loans and 
advances to customers have sulfered a further 


decline of £7,000,000. 


PROFIT AND LOSS 


Naturally, such an important addition to our 
resources has meant increased earning power ; 
but no one who has followed my remarks in 
previous years will expect the whole of the 
increascd earnings to have found their way 
into our net profits. To take one item alone, a 
further drop in our advances to customers, 
which is our best interest-earning asset, 
counter-balances so far as profits are concerned 
the greater part of the increase in our Treasury 
Deposit Receipts. Tnen, too, we have felt it 
only right in these difficult and costly times to 
help our loyal ai.d haid-working statf to balance 
their family budgets by a cash bonus whica we 
paid to them just before Christmas. Neverthe- 
less after meeting our heavy charges tor 
income-tax aud national defence co.utribution 
tiiere remauis a balauce ot prot avaliable tor 
distribution of £1,515,000, an increase of 
£151,000 on the prec. ding year. 





We made a start last year towards building 
up a separate war coitingency tu id for certain 
purposes, the nature of which | broadly in- 
dicatcd to you at tnat time. We have tuought 
it very desirable to make a further addition 
to that tu..d this year and at the same tuum: to 
allot £200,000 to our general contingency iund, 
and £100,000 to our premises accou.it. Having 
regaid to the coutinucd growth in our figures 
and the uncertainties of the post-war period. 
shareholders will, 1 am sure, agree that these 
are prudent and reasonable provisious. We 
are then able to recommend the payment of our 
usual divider.d, leaving quite a suvstautial 
amount to increase the balance carricd forward. 


NATIONAL SAVINGS 


I have shown how the whole of any increase 
in our deposits is at once made available to 
Hi.M. Government in the torm of Tveasury 
Deposit Receipts or National War 
bkrom the pout of view of the couutry as a 
whole, however, it would be preferabie if the 
public were to subscribe direct for Govern- 
ment loan issues, rather than keep their 
deposits with the bank and leave it to us to 
in Government securities. As 
I pointed out ii my speech to the shareno!ders 
unuary, 1942, the necessity for saving and 
sting all that is possible still hoids goud. 


> 


boi.ds. 


llvest the money 





The deposits of the public represent potential 
purchash.g power, ald, in order to assist the 
Chancelor of the kLxchequer to 
promiscd intention of repaying Savings Certifi- 
Cates, ald Other Savings sccuritics, li Mm ucy 
of the Same vaiue as when it was receivcd, it 
is desirable that the purchasing power inherent 
in deposits shou.d not be kept 1 a toim iiable 
to the t.mptation of expeiditure, but suould 
be removcu temporarily out of uarm’s way ito 
one of the torms of Governmviit 


Keep his 


SaVLigs 
securities. 


i:very uicrease in purcuasing power, 
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unaccompanied by a commensurate rise in the 
int of consumable goods, only adds to the 





amou 


difficulty of the Chancellor of the Exchequer 
in laying the bogy of inflation. 


POST-WAR RECONSTRUCTION 


Our balance-sheet of today bears, little 
resemblance to those of pre-war days. Not 
only are the figures greatly swollen but their 
proportions one to another have completely 
altered. It is true that they show a greatly 
increased condition of liquidity, but they 
represent a picture which in former days would 
have been considered much more applicable to 
an investment trust business than to a bank. 
This raises problems which become more and 
more imm<diate every month the war draws 
nearer toitsend. When that happy day arrives 
it wou!d seem inevitable that there will be great 
demands for financial assistance of various 
kids in the great work of reconstruction. 
Countless firms will require help in the turn- 
over from wartime to peace production. 
Machinery will have to be replaccd or con- 
vertcd ; destruction of buildings made good ; 
new houses erected ; demobilized men from the 
ces will want capital with which to start 
w businesses, or to reopen those which have 
n shut down in their absence; and many 
millions of pounds will be required tor these 


purposes. 


It is probable that the capital market will 
remain closed to the general pubiic tor a time, 
as the deminds of tne Government will not 
ise imm_diately after the last shot has been 

i, a.d the necessary money for reconstruc- 
m will have to be found elsewhere. I have 

doubt that the banks will not only be 
anxious to play their part in the great tasks 
n facing the country, but they will be also 
ng to be more elastic in tueir views as to 
at constitutes a legitimate banking loan. It 
been generally regarded as a principle in 
posit banking that m-.dium or even short 
rm loans tor caj ital purposes ought not to 
rm part of their business. In theory that is 
riectly sou..d, but banks are at present so 
ong aid enjoy such a liquid position that 
some departure from strict principles would 
seem to be justified in the conditious which are 
ukely to contront us alter the war. 





Om her ome so 


LOANS AND ADVANCES 


A glance at our figures, and they are very 
similar to those of other banks, shows that if 
we returned to anything like the proportion 
which our advances bore to our deposits 1 
more normal times, we couid increase our 

ins by over {200,000,000 ai.d still be lending 
of our deposits. If this 
< place in all the banks there 
cou.u be an increase of well over £1,000,000,000 
in their advances to the public, without in 
uly way laying them open to the criticism that 
they were ‘* over-lent.”’ 


Only 50 per ce 
change-over too 








Admittcdly, on the figures of our balance- 
sheet, tis result cou.d ouly be obtained by the 


equivalent realization of our more liquid assets, 
by turning Treasury Deposit Receipts and 
short-term Government bonds into cash as 
they mature; but this would only take place 
gradually, as shortage of material, and possibly 
also for a time of labour, would prevent any- 
thing like the whole amount being required at 
once, and the demands on the Treasury and 
on the banks would in consequence be 
staggered over a period. Apart from the banks 
there will no doubt be other agencies ready 
to finance the restarting of our peacetime 
activities. 


EXPORT TRADE 


Of all the tasks before us none is more 
important than the re-establishm cut of our 
export trade. Without it we can neither ect 
nor work. Both food and raw material are 
essential for our livelihood, whetuer we are 
engaged in production for our hom: or foreign 
consumption, but without an adequate export 
trade we shall be unable to pay tor the tood 
and raw muterials required for both. It is 
idle, theretore, to suppose that we can exist 
on home muarkets alone. Our means of pay- 
ment tor necessary imports have been largely 
curtailed during the war. 


Not only have our exports been reduced, 
but there has been a great reductioa i our 
foreign investments, the interest on which pro- 
vided one of our cnief invisible exports, and 
as other invisible exports have also been cut 
down we shall be more tnan ever dependent on 
restoring our visivie exports to the fullest 
extent. It is higaly desirable, therefore that 
no unnecessary ovstacle should be placed in 
the way of our doiug so, and that tne paths 
for our export trade should be kept as fully 
open as possivle. 


TRIBUTE TO STAFF 


I cannot conclude these remirks without 
paying a very sincere tribute to those who 
carry on the daily work of the bank, and 
reminding the shareholders of what they owe 
to the very hard-working m:2mobers of our 
permanent and temporary staif. It is an out- 
standing fact that, in spite of our havlag 
released for national service more than half 
our pre-war mule staff, we are runiing the 
bank today with hardly any serious diminu- 
tion of our services to the public aid wita a 
smoothness which, in the circumstances, is 
truly remarkable, and can only have been 
attained by good organization, hard work, and 
a strong sense of daty. 


For this we have to thank not only our 
head office executive and the staif in general 
but perhaps more particularly our sorely tried 
branch managers who, in many Cases, have 
been left with hardly a single traincd min to 
help them in the oifice. 1 am sure tuat the 
shareholders will wish me to express on their 
behalf our highest appreciation of the work 
of the staif during the past year. 





MARTINS BANK 


EXPANSION OF BUSINESS 


PREPARING FOR POST-WAR SERVICES 
MR. F. A. BATES COUNSELS WISE SAVING 


HE 113th annual general meeting of 
Martins Bank Limited was held on Tues- 
d office, Water 


day, January 25, at the hea 


Street, Liverpool Along with the report and 
accounts which have been sent to shareholders, 
the chairman, Mr. Frederic Alan Bates, M.C., 
A.F.C., D.L., has issued the following state- 
ment 


I commence my remarks ona note of sincere 
regret as I have to record the resignation of 
Mr. W. R. Glazebrook after twenty-nine 
of outstanding servi 


general board We shall miss his accustomed 


years 


he } ve » the 
to the Dank on thé 


presence, his wise counsel and the very valuable 
contribution he brought to our discussions by 
reason of his great ability and grasp of affairs. 
He carries with him the good wishes of us all 


in the leisure he feels he should now take. As 
mentioned in the report, Sir Nicholas Cayzer, 
Bart., ard Mr. A. Claude Morrell, O.B.E., M.4 
whose main interests are shipping and the 
provision trade, respectively, have recently 
joined the general board, who warmly welcome 
their election. Major A. H. Aykroyd has been 
electcd to the Manchester board He has 
interests, and his wide experience will be 





many 
of great value to that board. 1 have pleasure 
in taking this opportunity of expressing thanks 
to the district boards for the close attention 


they give to the bank's policy in their respec- 


tive areas. 


CHIEF GENERAL MANAGER’S JUBILEE 
This month, Mr. J]. M 

fifty years in the service of the bank. He began 

his notable career with the bank, and I am 

happy to 

period 1 cannot speak too highly of that 


Furniss completes 


say retains his energy after this long 


service, and more especially of his able guid- 
ance since March, 1933, when he became the 
head of the executive as general manager 
In 1939, he joined the board of directors, and 
since 1941, has been chiet general manager. 


rhe pericd has not been without its difficulties, 


including those arising from the war, and he 
has overcome them all with outstanding 
success You will, I know, welcome this 


opportunity of joining his colleagues on the 
board and all his fellow members of the 
management and staff in congratulating him on 
the occasion aid thanking him for all the 
ability and enthusiasm he applies to the bank’s 


affairs. We were very pleascd to see his name 


in the list of New Year Honours, and warmly 
congratulate him upon the honour of Com- 
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mander of the Order of the British Empire 
conferred upon him by His Majesty the King. 


At the end of the year Mr. E. T. Nicholson, 
North Eastern district general manager, re- 
tired after forty-seven years of loyal and able 
service. He has been succeeded by Mr. M, 
Conacher, formerly assistant district manager 


TRIBUTE TO THE STAFF 


Before I deal with the accounts, I should like 
to pay tribute to all those members of our staff, 
men and women, who have joined the Forces 
or are engaged in other forms of national 
service. We are proud of their achievements, 
and we look forward with hope to their early 
return. Our men in the Forces have further 
distinguishcd themselves, and have gained 
many more decorations. To them and their 
families I se1.d our warmest congratuiations, 
Our losses in those who will not return, or who 
are missing, also increase, and our sym pathy 
with relatives in bereavement or anxiety is 
irn.decd deep and sincere. Tne spirit of tue men 
in encmy hands is fine, and you will read with 
admiration that numbers of them are keeping 
up their banking studies and passing their 
Institute of Bankers examinations waile in 
prison camps. 


In previous statements I have given the 
numbers of our staff withdrawn for national 
Service. Tnose numbers continue to grow 
The course of the war, althouga tavourabie as 
it has now become, imposes, wita its daily 
difficulties, a strain upon the remuining staff, 
but they take the strain cheerfuliy, and from 
the chief executive officers downwaids the 
work is done with great efficiency and loyalty 


SOUND PROGRESS 


From the balance sheet accompanying this 
statement, you will see that tne bank has 
progressed soundly, very much on tne lines 
of the previous year. Our total resources now 
exceed £197,558,000. Customers’ 
and current account balances have reached 
the new record figure of £150,131,000, wnicu 1s 
an increase of {12,793,000 ona yearago. Tuis 
iucrease has been aimost entirely absorbed by 
Tieasury deposit receipts, which have risen 
during the year to the large amount of 
£56,000,000, Cn the other hand, advances 
(iormerly the bank’s main asset, but now taking 
third place), aiter a steadily reduciag tendeucy 
for sume years, were fairly stable last year, aud 
at the date of the balance sheet were somewhat 
higher than twelve months ago. 


deposits 


HIGH DEGREE OF LIQUIDITY 
The bank’s high degree of liquidity, which 
is itself a reflex of the liquidity of our cus- 
tomers, amouuts, quite apart trom our large 
holding of short-dated investments in British 
Goverument securities, to 55.03 per ceut. of 
our public liabuities. Taat perceutage repre- 
sents our holdings of cash, balances with otner 
banks, market money, Treasury biiis and 
Treasury deposit receipts, amounting in all to 





| 
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£99,123,000 and places us in a strong position 
to meet any post-war demand for accommoda- 
tion. When that time happily comes, and 
controls have been relaxed, we shall welcome 
requests for banking assistance, and ready con- 
sideration will be given to the requirements of 
small traders whose businesses have been 
affected and will need re-establishment after 
the ravages of the war years. In the con- 
sideration then given, the problems of the 
returning ex-service men will have a full share. 


PROFIT AND ALLOCATIONS 


The net profit for the year is £606,700, which 
is £30,006 in excess of the figure for the 
previous year. After bringing in the balance 
from that year’s accounts, the amount avail- 
able for distribution is £994,346. The two 
dividends of 74 per cent. each, less tax, will 
take £312,003 net, and this will leave a sum of 
£682,343, which has been dealt with in the 
following manner. A further amount of 
£100,000 has been placed to the published 
reserve, increasing that fund to £3,800,000. 
Reserve for future contingencies again receives 
{100,000 and reserve for pensions £50,000. 
The balance of £432,343 is carried forward to 
next account. 


GROWTH OF THE BANKING HABIT 


In spite of war conditions, and in fact to a 
large extent due to those conditions, the bank’s 
business has been remarkably active, with ex- 
panding turnover and a notable increase in 





STATEMENT OF ACCOUNTS, 


the number of new accounts. The last- 
mentioned feature is particularly encouraging, 
for, notwithstanding the folly of the hoarding 
of currency notes, to which public attention 
has been frequently drawn, it is a clear indica- 
tion that the people generally are becoming 
increasingly banking-minded and are making 
still greater use of the bank’s many services. 
This is all to the good, for the years im- 
mediately following the termination of the war 
will be not less difficult, having in mind the 
dangers of inflation, than those through which 
we are now passing. The increasing note issue 
is a warning, and in this connection it may be 
relevant to say that the proper em. | >vment of 
currency notes is not to keep them i. wallets 
or private hoards, where there is great risk of 
loss, but, so far as saving is possible, in invest- 
ment in Government loans. All notes not 
required for immediate necd should be taken 
out of circulation by such investment, or by 
faying them into banking accounts whence 
they can be transferrcd into Government 
loans as savings can be made by the account- 
holders. In this way the public who are in 
receipt of the money dispenscd on account of 
war production will become not only banking- 
minded but savings-mindcd, to the great 
advantage of the country and of themselves. 
A very large amount has already been saved 
wisely during the war years, but it is essential} 
that the habit of saving a d investing, as 
opposcd to spending, engendercd throughout 
those years, should be carricd forward to the 
post-war period. 





MARTINS BANK 


LIMITED 


3ist DECEMBER, 1943. 


LIABILITIES 


Capital paid up 
Reserve Fund 


Current, Deposit and other accounts “(including Profit and Loss Account) 


Liability for Acceptances, Endorsements, etc. 


£197, 558, 804 


ASSETS 


Cash in hand and at Bank of England 


Balances with, and cheques in course of coll ection on other British Banks 





oney at cail and short notice 

Balances with Banks abroad 

Treasury Bills 

Treasury Deposit Receipts 

Bills Discounted 

Investments 

Advances to Customers and other accounts” 
Bank Premises 


HEAD OFFICE 








Liability of Customers for Acceptances, Endors ements, etc. 


LONDON DISTRICT HEAD OFFICE 
WATER STREET, LIVERPOOL, 2 


£19,269,738 
7,788,667 
5,574,000 
24,041 
8,390,000 
58,000,000 
77,227 
56,252,290 
30,454,954 
2,868,971 
8,858,916 





£197,558,804 


68 LOMBARD STREET, E.C.3 











MIDLAND BANK 
LIMITED 


FURTHER EXPANSION 
PEACETIME TASKS AND 
OPPORTUNITIES 


NEED FOR FORESIGHT 
MR. STANLEY CHRISTOPHERSON’S 
STATEMENT 





The Chairman, y Christopherson, 
did not deliver a speech at the annual m>eting 
on January 27. In place thereof the followi.ig 
statement was circulated to shareholders with 


the report and balance-sheet 
TRIBUTE TO THE LATE MR. MCKENNA 


We shall gather at our fifth wartime annual 
meeting under the shedow of a great loss. 
Some people will rem-mover Reginald McKenna 
first air.d foremost as a statesman; some as 
an outstar.ding banker; some: as a cham >Dion 
and exponent of progressive monetary ideas. 
Mr. McKenna’s annual statements to our 
shareholders, along with other published works, 
were everywhere regaid.d as mcdels of clear 
exposition; much more, they provid.d a 
beacon for the advancement of m>.etary 
thought and practice. We have in truth lost 
a great chalimin. 


To his colleagues in the bank, however, 
the loss is primurily a personal one. I have 
been deeply touchcd by the innum:>rable 
messages of coi.dolence and appreciation 
received since Mr. McKenna’s death. Muny 


have come from bankers at hom: and abroad, 
many from men of discernm nt in other walks 
of life; but perhaps most impressive of all 
have been the expressions of sorrow trom 
mc«mbers of the management and statf of the 
bank, to whom collectively and n.dividually 
he was a stauuch ai.d uiderstai.ding trieud. 





I have acceptcd the chairmanship of the 
bank, to which your directors tuave callcd mae, 
with a deep seis ol the 
volved ; Lut my strength lies 1: t 
that | can rely on the tullest possible support 
from directors, minagement, aud stait in 


Carrying the buide 


PeSPONMSIDIACIes Lil 


he knowled 26 


iS Ol Olic 


We are glad to welcome to our board the 
Right hon. the karl Feel, wio has important 


busin ss interests mi Lancashire. Mr. Clare..ce 
Sicd has also Leen ecicctid to a seat ou tne 
boaid ; Le is chief of executive, aud 1 wish 


especially to mention the cutstaudiag und in- 
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valuable service he gives to the bank. With 
him, ably supported by the chief general 
manager, Mr. Lederer, and the joint general 
managers, we can be assured of continued 
strength, efficiency, and enterprise in the 
conduct of our business. 


SERVICES OF THE STAFF 


Before reviewing the affairs of the bank, I 
would coivey my respect, and yours, to the 
still growing army of members of our st :ff who 
have joined the forces. Tue sacrifice demanded 
of every one of them is large, and as the tempo 
of war has quickencd the sacrifice of life itself 
has been exacted from an increasing number 
of them. 


We mourn the death on active service of 201 
of our young men, and with our grief for their 
loss and our sympathy with their relatives we 
mingle our tribute of honour for their bravery 
and devotion. Moreover, 29 men are missing, 
ar.d 109 are known to be prisoners of war. On 
the home front 25 members of our staff, men 
and women, have been killed in air raids. 


<=DS OF GALLANTRY 





Altogether well over 8,o00 men from this 
bank—the great majority of them from the 
pre-war statf—have joined the forces since the 
war began. The honours won have been many 
and varied. lorty of them have been decorated 
—no less than 17 for outstanding courage in 
the air, 11 tor bravery on the battlefield, and 
12 for distinguishcd conduct on naval or other 
operations. in addition, nine have been men- 
tioncd in dispatches. We glory in their weeds 
of conspicuous gallantry ; we rejoice no less 
in the knowledge of steady duty devotedly done 
au.d hardship cheertully borne. 





With the further outflow of men our total 
staft has gone down in numbers by no less 
than 050 over tue past year, and, at about 
11,100, Men aid women together, is below 
85 per ce..t. of the pre-war figure. Tue munner 
in which cddcd buidens of responsiviity and 
routine tashs lave been shouidercd has been 
most gratiiying. Tue Staif Association has 
Leen of great value in co-operating with the 
Management im haidiing the wide varicty cf 
piobkms Of orgauization and personel that 
arise uldcr Waltime Col.ditious, ald our appre- 
clation Sliou.d Le expressed to tne chalumin 
aid ccmmuttee of the associatioi ior tne 
loyalty with which they devote their tim: and 
stuuy to these problems as well as to tne 
faithtul representation of the iuterests of tae 
Stull. ‘To the statt as a whole, more-ver, 
recognition is due, ai.d gladly paid, for auother 
year olf cager aLU Competent service. 


WISE MANAGEMENT CF THE 
MCNETARY POSITION 


Little change has occurred in the trends 
revealcd by a wemparison ol our latesc balauce- 
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sheet figures with preceding wartimere turns. 
Deposits continued to expand during the year, 

d rather more of the increase than previously 
went on to deposit accounts. It is proof of 
vise official management of the country’s 
conomic and financial affairs that the con- 
inued enlargement of the supply of money 
has been prevented from bringing about any 
general rise in prices. Assuming, however, 





that a state of maximum productive activity 
had already been attained, the expansion of 
deposits last year must be seen as resulting 
from budgetary needs rather than from any 
further growth of the public’s requirements 
of money with which to transact its daily 


vy, the persistent increase in the 
currency outstanding can have only 
a partial justification in real public needs. In 
] nount of surplus cash in the hands 
public, whether held as currency or as 
liquid bank balances, is growing, and it wou'd 
to the advantage both of the nation and of 











the owners of the money, now and in the 
future, if a larger proportion of these unused 
resources were turned into ho!dings of Govern- 


ment securities. We are doing our best, by 
advertisement and otherwise, to further this 


process, ai.d shall continue our efforts thus 
to consolidate the general monetary position 

the time when wartime restraints upon 
the free use of purchasing power in the posses- 


sion of the public are removcd. 


GROWTH OF LIQUIDITY 


The degree of liquidity shown by our assets 

n still further over the year. Tae down- 

waid treid of advances has not ceascd ; nor 
have we added to our ho!ding of investments, 
ch on the contrary has diminishd. We 
have preferred to place all additional tunds at 








disposal of the xchequ r in the form of 
Treasury deposit receipts, now the largest 
asset. Not only does this arrangement 

assist the Government in its effort to finance 
the war on the most economical terms; it 
provides us with an assurance of ample re- 
sources, readily forthcoming without risk of 


Capit depreciation, for meeting any expansion 
in the demard for advances to i.dustry aid 
trade as the country switches over to an 


economy ol peace. 


Taken together, our liquid assets, that is 


cash, balauces, short money, Lills, aid 
Treasury deposit receipts, as shown in our 
latest balance-sheet, cover more than 55 per 


it. of our deposit liabilities—an unrcason- 

y high figure judgcd by pre-war records. 
This, moreover, is-not merely a balance-sheet 
ratio ; it faithfully reflectsour regular practice, 
f it is not our custom to take any spccial 
to secure a higher cash or liquiuity ratio 

in our published returns than is ordinarily 


ali.tal au. 





Our nct profit for the year shows the trifling 
decrease of £13,000 by eomparison with the 


figure for 1942, the apparent addition to our 
earning power arising from the expansion of 
deposits having been offset by taxation, heavier 
working expenses, and provision for outlays, 
as on repair of premises, which cannot be 
undertaken in present conditions. Income-tax 
and N.D.C. still comprise our total liability 
under the first heading. Dividends absorb the 
same amount as in the previous year, the same 
allocations have been repeated, and the balance 
of profit and loss account carried forward is 
slightly higher on the year. 


Our affiliated banks have shared in the 
general expansion of financial resources and, 
overcoming the difficulties common to all of 
us, continue to play their full part in the war 
effort and in the economic life of the areas they 
serve. The business of the Midland Bank 
Executor and Trustee Company continues to 
grow, with increasing recognition by the public 
of the advantages of employing an expert and 
efficient corporate body for the wide variety 
of duties that fall to executors and trustees in 
the complicatcd conditions now prevailing. 


Here I would like to say a word about ‘those 
branches of the bank, in the Channel Islands, 
which have been cut off from us by enemy 
invasion. Our plans are made for resumption 
of our former activity at the earliest practicable 
moment in the course of liberation; and I 
wou:d assure Channel Islanders, whether 
refugees in this-country or serving in H.M. 
Forces, that they snall not lack the fullest 
possible financial support from this bank when 
the time comes for them to embark upon the 
task of rehavilitation. All aid will be given in 
re-establishing tne normal economic activities 
of the isiauds and in restoring conditions in 
which their people can once again go about 
their business in peace and prosperity. 


POST-WAR BUSINESS PROBLEMS 


I turn now to broader issues, which never- 
theless have a close bearing on the future of 
our own bank. Tne tasks of reconstruction 
and readjustment to a state of peace will be no 
less complex than those arising in the course 
of war, and for our own part preparatory 
action has been taken. We have established 
within the bank a ‘‘ committee on post-war 
business problems,”’ in an attempt to foresee 
ard prepare for the difficulties which will con- 
front our business customers aud ourselves in 
the period of transition from war to peace 
economy. We believe that notwithstanding 
the many uncertainties in the outlook, an ettort 
of foresight ai.d preparcdiess will prove help- 
ful in overcoming the problems that will arise 
ai.d in promuting that expansion of trade and 
enterprise at home aud abroad which is indis- 
pensable to the attai1.ment ai.d maintenance of 
healthy economic cou.ditions. 





With ready adaptability to circumstances 
and needs as they develop, we feel confident 
that—subject always to our obligatious as 





custodians of our customers’ funds—we in this 
bank shall be able to play our part in the great 
national effort of revival, expansion, and 
advancement. 


SUPPORT FOR PROMISING 
ENTERPRISES 


To this end constant adaptability is required 
in the types of financial service rendered and 
in their availability to meet ever-changing and 
infinitely differing needs. Looking to the 
future, we hold the conviction that the 
1 





economic progress of the co:ntry will depend 
very largely on the enterprise and resourceful- 
ness of the small business undertaking and the 
individual business man, in whatever branch of 
industry or trade. Too often in the past these 
qualities have been stultified or misdirected 
through inadequacy of financial resources, and 
it is of the very first importance that this 


obstacle should be removed as part of the pre- 
paration for the process of industrial recon- 
struction and expansion, with due emphasis 
on the special needs of the country in the 
export trade. 


We are earnestly studying possibilities of so 
improving or widening our banking service, 
always presupposing the maintenance of cheap 
money as a primary essential, as to furnish the 
fullest possible support for promising enter- 
prises under good auspices—support which 
shall be based as much upon the character, 
integrity, and business capacity of the borrower 
as upon the extent and nature of his own 
material resources. 


} 
lal 





ECONOMIC AND MONETARY POLICY 

Everyone recognizes that the post-war tran- 
sition, through conditions which cannot vet 
be clearly foreseen, will be beset by difficulties. 
To make the most of the opportunities of 
victory will require, not only patience and self- 
restraint on the part of the public and the 
business community, but great wisdom and 
understanding on the part of the authorities, 
supported by the full collaboration of primary 
and manufacturing industries, trade, and 
finance. With these qualities assured, the pit- 
falls in the path from war economy can be 
avoided, and nothing will be allowed to stand 
in the way of our attaining the objective of a 
steadily expanding trend in economic life, with 
opportunity for enterprise on the basis 





ample 
of lasting peace. 
During this war the Government, profiting 


by experience, has to a large extent avoided 
the evils of inflation, partly by direct restric- 





116 


tions on the use of purchasing power, partiy 
by controlled distribution of supplies, and 
partly by the use of subsidies to hold in check 
the spiral of price and wage increases. The 
same methods will be called for, on a gradually 
diminishing scale, in the immediate post-war 
period until demand and supply are judged 
likely to be in equilibrium in a free market. 


On the other hand, we can be assured that 
this time there will be no misguided attempt 
to enforce a decline in prices through measures 
of deflation ; the authorities are alive to the 
inherent dangers of such a policy. Some 
adjustments of price will follow naturally from 
reductions in transport and insurance charges, 
curtailment of overtime working, high 
standards of efficiency brought about throug! 
renewal of equipment, and restored competi- 
tion in production and distribution. But ne 
one, at this stage of our knowledge, would 
dare subject the nation, as a matter of de 
liberate choice, to monetary contraction, for 
everyone now sees that such a procedure 
would bind burdens upon our economy in 
respect of outstanding debts and taxation 
which could not be borne and repress that 
initiative without which a healthy expansion 
of economic life would be beyond our powers 
Mankind is not blind to the lessons of ex 
perience ; we see clearly that our best interests 
lie in building upon an established equilibrium 
of wages and prices, avoiding the perils of both 
inflation and deflation. 

WISDOM RIPENED BY EXPERIENCI 

In the period following the transition, as 
well as during that process, we shall enjoy the 
advantage of a deeper understanding of the 
working of the monetary system and fuller 
appreciation of its effects upon the economic 
lite of the nation. In late years the Govern 
ment has expounded in word and deed its 
perception of the unity which subsists between 
all branches of financial policy—taxation, 
public borrowing and repayment of debt, 
monetary management, and the treatment of 
private investment. 


To the overriding purposes of full employ- 
ment and a rising standard of welfare this 
deeper understanding, improved technique, 
and wisdom ripened by experience can make, 
I firmly believe, a great contribution. Who 
can doubt that, with good will and a common 
acceptance of clear ultimate aims, we shall 
find the way to a healthful economy which, 
while calling forth hard work and high en- 
deavour, inventiveness and initiative, will 
assure full employment and an ever-rising 
standard of living. 





———w 
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i Chairman : STANLEY CHRISTOPHERSON, J.P. 
| Director, Chief of Executive : CLARENCE T. A. SADD, C.B.E., J.P., D.L. 
pecenetahiiaialigelstidih 
STATEMENT OF ACCOUNTS 
| December 31, 1943 
LIABILITIES £ 
Capital paid up _... a oe sake .. 15,158,621 
| Reserve Fund ii as ... 13,410,609 
Current, Deposit and ethene Raveueie ... 860,981,356 
Acceptances and Confirmed Credits... macs 2,976,077 
Engagements ss is sii yar .. 10,478,546 | 
| ASSETS 
Coin, Notes and Balances with Bank of 
i England... ... 91,368,917 
Balances with, ont Cheanes on : othen Banks 35,685,635 
| Money at Call and Short Notice ins ... 33,111,508 
i Bills Discounted 
i (Treasury Bills £31,377,069)... ... 32,979,939 
| Treasury Deposit Receipts — sae ... 291,000,000 
Investments a sis ie ... 228,717,009 
Advances and other Reeds .. sia ... 158,601,924 
Liabilities of Customers for Roveptances, 
etc. ; “ sis wan we .. 13,454,623 
ii Bank ae ji ‘ —_ 8,590,819 | 
Shares in Yorkshire —_— Bank Ltd. om 937,500 
Shares in Affiliated Companies: | 
Belfast Banking Company Ltd. ve ++) 
| The Clydesdale Bank Ltd. ‘ig aa | 
| North of Scotland Bank Ltd. we & 8,557,335 
| Midland Bank Executor and Trustee | 
Company Ltd. ... ~ ae aie aie 







POULTRY, LONDON, E.C.2 









Head Office : 








118 


WESTMINSTER BANK 


LIMITED 


POST-WAR PROBLEMS 


TICNS DEMANDING 


HON. R. BECKETT’S VIEWS 


HI Annual ¢ inarv General Meeting 

of the Westmir r Bank Limited was 

held at t d_soffic 41, Lothbury, 
London, E.C., on J iT} 


The following is the statement of the Chair- 


mar he H R IE. Beckett, circulated 
with the t d accou 

This statement is circulated to shareholders, 

together with the balance-s t and profit 

and loss account of your bank ard its sub- 

sidiary Ulst Pank Limited § West- 

minster Bank has made a profit of 41,347,815, 

whi is an ( on | t \ of £110,230, 

and has 1 ultcd from the increased resources 

disposal during the 

d ires of money, 

irse, Observable in 

banks, though the 

n the same pro- 


others. This may 
that Westminster 
tal comer in some 
preduction is most 
ith other 
in tho neighbour- 
n the expansion of 
continuous and 
bursements The 
ustomers is still in 


h, again, is a feature 





After paying dividends, less tax, of 18 per 


cent. on the partly paid shares and 12} per 
tT 











cel on the stock, the directors have decided 
to make the usual provision of £300,000 to 
officers pension fund and to allocate £250,000 
to the banl mi re tatement and rebuild- 
ing fur.d = ter Bank figures speak for 
them ves I sl tistactory progress 
and call for 1 pec é nent 
STRONG POSITION 

As is discl d by the balance-sheet of 
Westminster B; , the large increases in our 
resource over ti past year appear as assets 
in the form of Gov ment loans, maturing at 
varying dates, nearly a half within Io years, 
and Treasury deposit receipts, which have a 
currency of six months and represent the 
largest item on the < ts side of our balance- 
sheet—{194,000,000. Thus we are in a strong 


position to find the wherewithal to meet all 
upon us by our d 


demand ensue, and to 


itors when the 
meet 


calls mad 
inevitable 


liberally requirements for loans and overdrafts 
which, at the present time, have sunk to 
figure out of all proportion to the accept 
canons of joint stock banking. For the 
domestic side of banking, therefore, we can 
say that we are fully equipped. 





Put many other questions that will demand 
solution are by no means clear, and yet ; 
vital to us as a nation. Among these are the 
post-war value of our currency, the question 
of exchanges, and the means by which inter- 
national trede may be got going again in an 
impoverishcd wor'd. 





A WORD OF WARNING 

In the limited space at my disposal it is im- 
possible adequately to discuss the various 
schemes that have been put forward by 
economists and others in different parts of the 
world. I will, however, utter a word of warn- 
ng, which may be ble, but which I 
feel we must |! f 





hecd It is the unwisdom o 
accepting at this stage obiler dicta as to what we 
can or cannot afford. There is danger he: 

human nature, being what it is, is ever ready 
to accept easy phrases and pleasant prog- 
nostications. Some cry out for imm«dia 
legislation to give permanent sanction to what 

e 


can be no more, at the present time, than ideas 


Just reflect that after the last war the 
nt debt stood at some £8,000,000,000 
rvening period between the two 
time of continued economic stress 
and makeshift, arising, as I interpret it, out 
the fact that Europe had not emerged from the 
welter of poverty and uncertainty which was 
the legacy of the nations having exhausted 
their resources by more than four yea 
war, 1914-18. Already the Government 


Governm 
and the in 
wars was 














bt 
in this country has risen to more n 
£18,000,000,000, and the end is not vet cr 
costs of se e of the debt will have incr 
considerably. All nations in the world war are 


in the same dilemma and arg,spending on a 
similarly prodigious scal r repeat, then, 
how can anyone say at this stage what we can 
afford when the longed-for days of peace at 
last arrive ? 





ESSENTIALS FOR TRADE REVIVAL 


But to get world trade going again will be a 
paramount necessity, and the opportunities of 
so doing will devolve upon the shou'ders « 
the Allied Nations. The obvious essentials, in 
order to achieve early success, are that all 
nations work peaceably together exch 
gocds and services on a mutually beneficia! 
basis, but I imagine that some consid 
time will elapse before the nations of the world 
can be envisaged as wot bly to 
gether. The aftermath of war wili, I am afraid 


produce some very natural but unpleasant re 





b} t 


lg peacea 





actions in the hearts and minds of those 


have been under the harrow and undergon 
the miscries of invasion, starvation, and 
slavery. 


The prime need for them will be an adequate 

I 
supply of food, shelter, and clothing, and 
it will not be until these wants have been 


— 








w 
t] 
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eu that the rebuilding of industry, 
wherebv thev can exchange gocds and services, 
can be undertaken. Thus for some time after 
the war the allies will have to be, as it were, 
elf-contained, and perform the role of general 
provider to the stricken nations and re-creator 
of their industries. The first essential step then 
is for the allies to thresh out i2fer the means 
towards these ends. America, Russia, China, 
nd ourselves should be able to achieve 
miracles so long as our solidarity as war 
comrades can be continued in years of peace. 





FUNCTION OF GOLD 


Second only to the task of rehabilitation of 
stricken nations will be that of starting up 
the machinery of trade and commerce again. 
To assist in making this feasible, various cur- 
ren hemes, emanating from both sides of 
he Atlantic, have been put forward, though as 
et we cannot say that any practical develop- 
ment s been achieved. Obviously, credit on 








larg le will be needed, and endeavours are 
being made to find a “ token’’ or ‘‘ common 
denominator *’ upon which this cdifice of credit 
based. The idea that go'd shou'd be 


he token, either directly or remotely, must be 
eriously considered, and it certainly presents 

me possibilities that are not apparent in other 
media Long habit and usage of go'd by all 
itions since the dawn of history has made it 


; 
I 
means of trading and exchange familiar to all 





It is but natural, too, that American opinion 
hou'd favour a currency mcdium bascd upon 
It is true that America holds a pre- 


por.derating stock, but the British Empire and 
Cu re the principal producers, and it would 

em that, in order to secure America’s support 
nd collaboration, which is invaluable and 


indecd essential for any workable scheme, it 
ould be weil to try to build on this premise. 
am keenly aware of the difficulties which such 

aware also of the merits and 

in the past working of a gold standard. 
A means must be de 

of the gold standard as we know it in the past. 





a course raises ; 


vised to avoid the rigidity 


ROSPECTS OF RECOVERY 


I will turn now to a more domestic topi 


what are the prospects of our recovery 








the ir? It is obvious that we have suffer 

considerable losses in many directions: 

stock of gold, our foreign investments 

ships at sea, our factories and houses. 

total loss from all these sources cannot be easily 
d; it is rtainly severe, but should 

ot be unduly large either in comparison with 





total national wealth or with our 





Current prod ictive Capacity. 


Our ability to make good this loss rests 
primarily on the eff 
bie Man-power. It seems not improl 


he ] r 
the decrease in our national 





ts of the war on our ava 
le that 

ul productivity 
h loss of man-power in the war will be 
m« than offset by the additional output of the 
residual of war workers electing to remain in 
industry after the war. 





INDUSTRIAL EQUIPMENT 


The position as regards the country’s in- 
dustrial equipment is also of cardinal im- 
portance. It has been influenced in opposite 
ways. Buildings, plant, and machinery have 
been destroyed, and a huge legacy of repair 
work, left undone through stress of war, 
remains to be undertaken. On the other hand 
the Government has been responsible for the 


f 


creation of a great many new factories, fully 
equipped with up-to-date tools and machinery, 
and a considerable number of these will b« 


convertible to peacetime uses. 








EXPORT PROBLEMS 


But it has to be remembered that it was 
mainly on the export side of our trade that 
unemployment was most marked and proved 
so obstinate to cure, and in this regard the 
difficulties have not decreased, but multiplied. 
We shall find ourselves operating in a world 
where marked chang ; 





s in the form and direc- 
tion of export trade have been brought about 
by the war. We have had to neglect certain 
of our important trade connexions and these 
will need cultivating anew. America will 
emerge as a more powerful competitor in the 
export field, but, on the other hand, Con- 
tinental and Japanese competition will be much 
ess form‘dable South American countries, 
formerly among our best customers, have 
turned energetically towards industrialization 
of their own economy, as have also important 
countries within the Empire, from which it 
follows that the demand from these sources 
for some classes of our goods will be smaller 
than heretofore. 





NEED FOR NEW EXPORTS 


It is therefore up to us to be ready with new 
and attractive lines of goods so as not to miss 
the chance of at least maintaining our trade 
with these countries at its pre-war level. Then 
some of our principal exports demand imports 
of the raw material, but we cannot pay for 
imports except by exports. Another part of 
our imports consists of food of all kinds 
whilst continui: 
agricultural output, we can, if need be, cut 
imports to a minimum, but we shall to that 
extent prejudice the purchasing power of the 
primary producing countries, with inevitabl 
adverse repercussions on our own trade. Ali 
these, other factors, render the outlook 
for our export trade far from simple and 
straightforward, and resolution of the complex 

1f 


] ] 1 ] r re , 
problems involved will call for vision, energy, 


and perseverance 


to foster our own increased 











That these qualities will be forthcoming | 
have little doubt, for they have been amply 
shown in our great war effort I will con- 
clude by recalling to your minds the words of 


General Smuts 





‘The British Empire and the 
British Commonwealth remain as one of the 
greatest things of the world and of history, and 
nothing can touch that fact.” 





120 


NATIONAL 
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RESERVE 


BANKS’ POST-WAR DUTIES 


AMPBELL’S STATEMENT 
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nnual Meeting of the National 
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jank Limited was 


the address of the Chair- 

Campbell, was 
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et 


which 


STAFF 

d vick 

ral manager under 
Mr. R. H. Cutting 
d addi- 

calls made 

Labour for 
women in con- 
ied throughout 

iy that we have 
ments and have 
ndations of the 


was ap- 


SERVICES AND 
rIES 
holders to know that 
» members of the staff 
lorces or directed into 
ntinue to receive news of 
We extend our good 
and a safe and early 
I greatly regret that a 
supreme Sacrifice in 
and to their families 
pest sympathy. 


ACCOUNTS 


in common 
lent to meet 
vy fall in 
making a 
internal 

viz., 

from 

reased 

by transferring 
j 


carried forward 


ts now pre- 


ved in the accou 
lders that the reserve fund 
paid-up capital 
mplish this 


rred from its internal re- 


amount of the 


179,410 ro ace 


serves to the reserve fund the sum of £979,416. 
The principal item in .the balance-sheet, that 
of the bank’s liability on current, deposit, and 
other accounts, stands at £521,342,279, an 
increase of £47,654,739 in the year. 

The balance-sheet continues to show a 
strong liquid position, cash, short money, bills, 
and Treasury Deposit Receipts representing 
50.2 per cent. of our deposits. It is worthy of 
note that as against the increase in our deposits 
of £47,654,739 our holding of Treasury Deposit 
Receipts has increased by £57,500,000 during 
the same period. 25.9 per cent. of our deposits 
is represented by securities, mostly short- 
dated British Government issues, while only 
20.8 per cent. is represented by advances. 

PROFIT AND LOSS ACCOUNT 
The net profit accruing as a result of the 
year’s work amounts to £1,256,394 19s. 5d., 
as compared with /1,132,018 7s. 4d. for the 
year 1942. A sum of £564,175 5s. 7d. is 
brought forward from the previous year. 

Dividends at the rate of 15 per cent. per 
annum require £710,656 4s. net, and after 
allocating to bank premises account £100,000, 
to pension fund and to war con- 
tingencies fund £250,000, a sum of £609,614 Is. 
is left to be carried forward to the next account. 


£150,000, 


POST-WAR PROBLEMS 


So long as the war lasts, the relatively low 
figure of advances is likely to continue as the 
banks confine their advances to those con- 
nected with the war effort, but the minds of 
all men are now being directed towards post- 
war problems, and from this point of view a 
condition of liquidity is essential. 


It can be assumed that the standard of living 
in this country will be sustained only so long 
as our export trade is maintained and de- 
veloped. When the war restrictions on 
advances are removed, expenditure for recon- 
struction purposes and for the rehabilitation 
of the trade of the country will be heavy. The 
banks, with their huge deposits, will be called 
upon to find a great deal of the money re- 
quired, and this demand will come not only 
from bodies and great industrial com- 
panies, but from the merchants and the small 
traders, in an effort to re-establish their con- 
nexions at home and abroad. 


public 


MERCHANTS AND SMALL 


TRADERS 

This bank has always kept in touch with the 
merchants and the small traders, and, in view 
of the heavy sacrifices which the war has im- 
posed on many of them, it will be our policy 
to continue to extend to the utmost possible 
degree such credit facilities as they require so 
that they may be able to restart and to develop 
their businesses. 


HELP FOR 


In the sphere of finance, which is largely in 
the hands of the joint stock banks, far-sighted 
and sympathetic collaboration will be essential, 
and it will be our wish to provide a full measure 
of support. 








